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RURAL AREA REVITALIZATION ACT OF 1987;
AND THE RURAL DEVELOPMENT REORGANI-
ZATION ACT OF 1987

TUESDAY, MAY 19, 1987

House oF REPRESENTATIVES,
SuBcoMMITTEE ON CONSERVATION, CREDIT,
AND RURAL DEVELOPMENT,
COMMITTEE ON AGRIC JLTURE,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:35 a.m., in room
1302, Longworth House Office Building, Hon. Ed Jones of Tennes-
see (chairman of the subcommittee) presiding.

Present: Representatives Tallon, Evans, Stallings, Penny, Nagle,
Jontz, Coleman, Gunderson, and Grandy.

Also present: Representative Johnson, member of the committee.

Staff present: Phillip L. Fraas, counsel; Charles R. Rawls, associ-
ate counsel; Vernie Hubert, assistant counsel; John E. Hogan, mi-
nority counsel; Glenda L. Temple, clerk; Robert A. Cashdollar,
James W. Johnson, Jr., Bernard Brenner, James R. Lyons, and
Susan Adkins.

OPENING STATEMENT OF HON. ED JONES, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF TENNESSEE

Mr. Jones of Tennessee. Good morning. The Subcommittee on
Conservation, Credit, and Rural Development will come to order.

We have a rather long agenda today of witnesses. We're proud of
those who are here, and we’re very anxious, indeed, to hear them
un this very vitai subject in which this subcommittee is very much
interested.

After I read my statement, I'm going to yield to Congressman
Coleman, the ranking minority member of the subcommittee, who
is at the witness table now, for his statement, and then we'll start
with the witness group. If he’s here, the Honorable Vin Weber,
Member of Congress from Minnesota, will be the first witness. If
not, we’ll take the Honorable Peter Myers.

Today’s hearing opens a new agenda for the subcommittee this
year. Both Mr. Coleman and I are deeply interested in what’s been
happening to our rurai communities. Following on the heels of the
agriculture recession we have witnessed a serious stagnation and,
in some cases, a virtual collapse of the economy in some rural
areas.

This has happened while the administration has made an all-out
assault cver the past 6 years on rural nonfarm programs at the De-
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partment of Agriculture. The budgets of the Rural Electric Admin-
istration, the Farmers Home Administration’s Water and Sewer
Program, the housing programs and business ond industry pro-
grams have been seriously slashed.

However, we may now be entering a new era of concern, both
within the admiristration and the Congress. Congressman Ccleman
and I have introduced separate rural development bills and, addi-
tionally, we have cosponsorea each other’s bills in orde: to illus-
trate our mutual cominitment to dealing with this issue.

I understard the White House has had & task force working
toward some type of rural development initiative and numerous
groups an¢ associations have been developing ideas and proposals.

Today I would like to get some discussion of my bill, H.R. 1800,
the Rural Area Revitalization Act. The act makes use of a relative-
ly rew financial assistance tool in the Federal catalog, the Rural
Development Loan Fund or RDLF. This fund, authorized under the
credit title of the 1985 farm bill, makes loan capital and technical
assistance available to rural business people through nonprofit
agencies dedicated to rural development. In using such private
sector groups, the act avoids expanding the Federal staff required
to deliver local services and provides room for innovation unen-
cumbered by Fed:ral red tape.

The Rura! Area Revitalization Act builds on the promise of the
RDLF in several ways:

No. 1, it authorizes the expansion of the capital available for re-
lendiang through public and private nonprofit corporations, includ-
ing cooperatives, by $20 million per year. The terms and conditions
cuvﬁ‘ently applicable to the RDLF would apply to these funds as
well.

No. 2, it authorizes a complementary grant program of $25 mil-
fion per year for business capital and public improvements which
would support the present RDLF lending activity.

Three, it authorizes a new grant program to support the work of
local private nonprofit and public development agencies in search-
ing out new business opportunities and helping existing and pro-
spective entrepreneurs to take advantage of them. This program is
authorized on a pilot basis for the next 5 years, at a level not to
exceed $25 million per year.

In addition, the Rural Area Revitalization Act would provide a
new source of innovation in a longstanding, successful Federal
effort to provide essential services- safe, affordable drinking water
supplies—to rural communities. The act authorizes a $10-million-a-
year program to explore new ways to meet the needs of geographi-
cally ‘solated and low-income rurai residents whose needs are not
read’’y met by the construction of central public water supply
system facilities.

I look forward to any criticisms or suggestions for improving this
fairly minor initiative as well as our witnesses’ suggestions for de-
veloping a more comprehensive rural development policy.

With those remarks, I'll close and recognize Congressman Tom
Coleman, who is at the witness table.

‘ [I-]I.R. 1800 and H.R. 2026 appear at the conclusion of the hear-
ing.

-
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STATEMENT OF HON. E. THOMAS COLEMAN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MISSOURI

Mr. CoLemaN. Mr. Chairman, thank you very much. I'm chang-
ing my seat here for the moment to become a witness before our
committee.

My colleagues on this panel and I know oftentimes we sit there
and wonder how these witnesses can have so much irformation to
impart to use, and yet when I started putting down my own com-
ments and thoughts, this is definitely going to run probably more
than 5 minutes, but not too much longer. I ask the indulgence of
my colleagues.

I am pleased to testify today because of an issue which I think is
very critical, and that’s rural development, and specifically, Mr.
Chairman, to address the bill that I have introduced, alcng with
your cosponsorship and those others on the committee H.R. 2026.

As we know, 2 years ago those of us on the House Agriculture
Committee spent literally hundreds of hours coming up with a new
1985 farm bill and a farm agricultural policy for this country for
the next 5 years. While parts of that bill are working, other parts
of it are not. Regardless of your own philosophy or viewpoints on
what you think might be in an agricultural policy, the fact remains
that what we did was essentially pass a traditional agricultural
policy. A traditional policy of set-asides and price supports might
have legitimately served as a rural policy also in the 1930’s, but in
the 1980’s I think that it does not and that we need more as far as
rural policies go.

If you look back into the 1930’s, at that point in time a quarter of
our population actually lived on the farm and the majority of
people who lived in rural areas lived on the farms. As we know,
less than 3 percent of the population today is farmers, and yet I
think the surprising statistic is that we have almost 25 percent of
our total population in this country living in rural communities.
Simply put, the traditional farm policies of the past are too narrow
to address the complex economic and social problems facing rural
Americans today.

Mr. Chairman, as I started putting together this rural develop
ment initiative, it became obvious to me that there is a mindset in
this country, in this town really and capital city of Washington,
and that is that there is a problem in rural America and it must
deal with agriculture and therefore must be solved by agriculture.

I'm not necessarily sure that’s the case. I think what we really
see is a whole new set of circumstances, and the conclusion that 1
derive from that is that the farm crisis does not end at the farm-
gate. We, in fact, have a rural community crisis today which is af-
fecting every sector of our rural economy and lifestyle from its
schools to its health care services to shops on Main Street.

I think in order for us to really address these problems we have
to do sumething new, different, and nontraditional. We need to
throw off our blinders here in the Congress and look beyond the
farm to the farm families. So often we are caught up with actually
trying to derive a policy here for the family farm that we’ve practi-
cally lost sight of the people who occupy thuse farms and that of
course is the families involved who are going through some tremen-
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dous economic and sccial and emotional stress in these communi-
ties. They need compassionate, humanitarian assistance that they
just can’t get from traditional farm agricultural programs.

If these families and communities are going to survive in the
1990’s, and there are definitely some studies showing that towns of
1,000 or fewer penple are not going to survive into the 1990’s, then
we need to have a national rural development policy that’s de-
signed to meet the specific needs of rural America.

It was a fellow Missourian who once said—it was Mark Twain,
M.. Chairman—he said: if you put all of your eggs in one basket,
be sure and watch that basket. I think that’s what we’ve seen here
in rural areas. Traditionally, agriculture has been the basket we've
put all of our eggs in and that’s a fragile basket today.

What we need to do is diversify as well and to plan for and do
and make transitions into a diversified economy with economic de-
velopment.

I think most of our colleagues here in the Congress are certainly
aware of the urban poverty that we have in this country and have
experienced in the past. But I don’t believe they fully comprehend
the poverty in rural America. The fact is that while we only have
24 percent of the population of the United States, at least by 1985
census data we also have 38 percent of the Nation’s poverty: 67
percent of the Nation’s substandard housing; and a higher unem-
ployment rate than in urban areas of this Nation. Our per capita
income in farm counties has fallen from 91 percent of that of met-
ll'ggzlitan areas in 1973 down to 76 percent of that standard in

Because of the falling in my area, dramatic fallings of values of
agricultural farmland, we have seen the tax base erode for many of
our local communities as well. Those lor 1 governments now are in
many cases unable to provide the bas .nmunity services which
are necessary. They are, in fact, trying to plug the dike by sticking
their firgers in it, and now the dike itself is eroding awal);.

More alarming statistics are the underzmployment that we see
in rural communities, and that would take into account part-time
workers as well as substandard salaries. If you take those into ac-
count, you can see that because of the relative isolation that rural
workers face, as well as unlikely to find new iob opportunities, they
are hiring below their standards of where they could be. They are
also unemployed for longer periods of time in rural communities.
Therefore, we see a higher underemployment statistic in our rural
commnities.

I won’t go over subjects that this committee is very familiar
with—about foreclosures on banks and failed banks and businesses.
We all know those in our districts. But let me just say that mang:
people are leaving rural communities because they are voting wit
their feet. They are choosing not to live in rural communities be-
cause there’s no economic viable job alternatives.

Between 1983 and 1985 we've seen the population of nzarly half
of our rural agriculture-oriented counties decline. Unlike the work-
ers that preceded them from the farm who have moved to the cities
to have a semiskilled job, these are people who are leaving farm
communities today to go to I~ cities and find that they’re having
to accept lower paying service jobs and they’re being turned away

J
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from higher paying jobs that require more skill and technical
knowledge.

It’s estimated that 2,100 farmers leave the farm every week. In
my own State of Missovri 102 farmers quit each week.

To address the complex problems of rural America to restore its
viability, Congress must develop a national rural policy. The rural
development initiative that I have drafted and introduced, along
with you and other members of this committee, is a blueprint for
that policy. It addresses the human side of the equation of the farm
crisis and offers a realistic strategy to strengthen and rebuild rural
economies.

Specifically, H.R. 2026 is one of the four legislative proposals in
our rural development initiative. The main provisions of this bill
that we have before us today, first of all, creates a Rural Develop-
ment Administration, a lead agency, if you will, to coordinate all of
the activities and a better, efficient management of programs that
impact rural communities.

Mr. Chairman, we went to the General Accounting Office and
asked them how many programs actuvally impact rurai areas. Theﬁ
didn’t know. We picked up a couple of beoks and thumbed throug
them and looked at some of the programs that we knew impacted
rural areas and found that there were 220 or more programs that
we have in the Federal Government that impact rural communi-
ties. They’re administered by 20 different agencies, and fewer than
40 of them are actually administered by the current USDA.

What we’re trying to suggest is that there are a lot of things out
there that need to be coordinated and better delivered, and that’s
why we are proposing creating the Rural Development Administra-
tion—to be the advocate of rural America and to manage better
and more efficiently the programs that we even have today.

We're also proposing to reflect the new mission, the comprehen-
sive mission, of the new Department of Agriculture by naming it
the Department of Agriculture and Rural Development.

We're asking the General Accounting Office, incidentally, to
make a thorough survey of all of these programs currently outside
the jurisdiction of the %epartment of Agriculture, asking them to
report back to us and Congress, to let us know about the efficacy of
transferring many of these activities that are outside the frame-
work of USDA to the new Rural Development Administration.

We foresee this lead agency administering two block grants that
we're providirg for. One of them is called the Investment and In-
centive block grant, which basically will provide seed capital to
communities for rural economic development activities and encour-
age private sector development as well.

The other block grant, which we call the Infrastructure block
grant, works because of the erosion, as I alluded to earlier, of many
of the very basic services in rural communities—going without
roads and bridges and utility extensions, waste water and supply
facilities, all of which are very standard and necessary if you're
going to attract businesses into a community.

The next thing that the RDI does is establish rural technology
and training centers. We envision these to be linked up with uni-
versities and nonprofit organizations that will focus their attention
on new products, new marketing techniques, and new processes to
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take the place of some of the agricultural activities that are being
transitioned out under this new wave that we're going through.

Mr. Chairman, we have a very strong land grant college system
in this Nation. Its mandate has been to help the farm community
come up with some of the best ways of farming in the world. They
have been very successful in that. They have been so successful
that we have production now so much that it has become a prob-
lem.

Wnat I would like to see and what I'm suggesting with the rural
technology and training centers is to take some of this intellect and
intelligence that has been able to create hybrid seeds that produce
such massive quantities of surplus crops and transfer it into the
arocesses of coming up with new ideas of what we can do in rural
areas other than traditional agricultural, so that people can live in
rural communities and raise their families in the future.

We are proposing to create agricultural action centers. These
would be one-stop service areas for counseling, information, and job
treining for farm families—some place the families can go without
getting shuffled around to various agencies. We will hear from wit-
nesses later on who have had experiences in this because this con-
cept of agricultural action centers is really built upon the amend-
ment that I placed in the 1985 farm bill which is known as section
1440, which does provide some immediate job training and counsel-
ing services today.

We were able to get funding for three demonstration projects in
Iowa, Nebraska, and Missouri, and we will hear from some of the
people today that have participated in the 1440 program that we
want 1o build upon by making new agricultural action centers.

These emergency services are necessary, Mr. Chairman, because
we know that it is going to take some time to get us out of the
problems that we’re in today and, as a result, families need to have
some place that they can turn to.

There are a lot of things going on in rural areas. In the State of
Missouri we have people who are nonprofit, charitable, or self-help
groups that are trying to help farm families cope. They range from
church organizations to structures set up by the State government
to individual farm groups who are trying to help. Ail of them are
rounseling and trying to help these families in this very difficult
time.

Some things that might work in Tennessee we don’t know about
in Missouri, and some things that might work in Wisconsin may
work in Iowa. We need to have a kind of communication system set
up, and we’re proposing a national clearinghouse to be able to for-
mulate and provide assistance throughout this Nation and tell each
other what is working and the services that are available through
various segments of the government, Federal and State and local,
as well as charitable and volunteer ¢ ‘anizations.

We also propose to “stablish a spec.al assistant to the President
to assist and advise ihe executive branch to make recommenda-
tions in order to improve and enhance the rural development pro-
grams that we have on the books and that 've are creating.

Mr. Chairman, very briefly, let me go over two additional bills
that I've introduced that are not assigned to our committee which

ERIC 1i
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are very much an important part of the -ural development initia-
tive.

First of all, I think the Federal Government can be part of the
solution, and that is to locate Federal facilities where appliceble to
and in rural areas and procure goods and services from rural ven-
dors, much like we have the setaside for small business today in
that defense appropriation bill. We need to also have that for rural
businesses as well.

I visited with Mr. Combest at one time about this particular sub-
ject matter, and he said in his district there was a contract where a
company had to build targets for target practice for the army—not
too sophisticated equipment, I'm sure, but it put people to work in
that community. I think that’s very important. If we could just get
a little piece of that action designated for rural areas, I think it
would be of great assistance.

I note that Federal facilities, not the ones that have to service
the public in person, for example—those obviously have to be
wher= the centers of population are—but there are many places in
this Nation that could utilize keypunch and clerical he{p and uti-
lize the technology that we have today through satellites and eom-
puterization to be able to do many of the things that are now done
in urban areas. I would in my otKer bills provide a framework for
working with the Government in trying to locate those facilities
out there.

Citibank, which is the largest bank in the United States, has
moved ite entire credit card operation out of New York City to
South Dakota They have done that for a number of reasons, but
what’s important is that it is putting hundreds of people in South
Dakota to work that would not have had that opportunity. I think
that the Federal Government can come up with some creative ways
of flransferring some good jobs outside some of our urban areas as
well.

Finally, Mr. Chairman, the real future lies with our young
people, as we know. We see too many of our youngsters leaving
rural communities, eithe: going away to college or going away to
the city to seek employment, and, frankly, never coming back. The
population of ou. rural communities is graying and getting older.
We’re not replenishing the supply of leaders in many of these com-
munities.

I’'m proposing to try to change that by, one, providing the great-
est access to our youngsters in rural high schools to provide them
information about how to go to college, how to apply to college,
how to take entrance examinations to those schools, how to seek
student assistance-—Federal and State and scholarships, and work-
ing with volunteers in that local community to provide employ-
ment and a shoulder to lean on, if you will. Then I hope that we
will be able to stimulate these youngsters to go away and to be able
to get as much information and knowledge as possible, but, more
importantly, to come back to that community and serve as a leader
in the 1990’s and beyond, and help us solve these problems that
have been created over the last 10, 15, or 20 years. We call that
program ACCESS. It's assigned to the Education and Labor Com-
mittee, and I’'m very excited about the possibilities of this program,
Mr. Chairman, for the future of rural areas.

. 1.
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The rural development initiative has received bipartisan support,
widespread bipartisan support, Mr. Chairman. You and other lead-
ing Democrats have joirned myself and other Republicans—53 of us
row are sponsoring the rural development initiative.

I look forward to working with you and with others on this com-
mittee and in the Congress to provide the basis of what I think is
going to be a strong rural economy in the future if we can pass

yme o these legislation.

I thank you for your cooperation in the past and look forward to
working with yon on your legislation as well as we try to develop a
really conerent p. <y for rural Americans.

(The prepared statement of Mr. Coleman appars at the conclu-
sion of the hearing.]

Mr. JonEs of Tennessee. Thank you very much, Tom, for a very
splendid statement. I look forward to reading the prepared state-
ment following our hearing here today.

Where are the other bills? Are they in Education and Labor?

Mr. CoLEmMAN. The one is in Education and Labor; one is in Gov-
ernment Operations; and the other one is in Small Business.

Mr. JoNEs of Tennessee. Can you recall the numbers of those
bills just ofthand?

Mr. CoLzMmAN. They’re sequential, so I think they’re H.Q. 2026
and 27 and 28 and 29 probably. There’s four altogether.

Mr. Jones of Tennessee. Four bills altogether?

Mr. CoLEMAN. Yes.

Mr. Jones of Tenne see. OK. If there are no questions, 1 hope
you'll come back up here and take your seat

Mr. CoLEMAN. I surely wi:ll.

Mr. JonEs of Tennessee. I think we're going to hear some testi-
mony . lay that’s going to be very helpful to this subcommittee in
doing some of the things that without a doubt should have been
done some time ago for more protection and more support for our
rural communities.

The Honorable Vin Weber? We're delighted that you’re h-re,
Vin. We are pleased that you have the interest in the work trat
this subcommittee is trying to do for the rural communities. I knov
that you're deeply involved and concerned.

You may proceed.

STATEMENT OF HON. VIN WEBER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. WEBER. Thank ycu, Mr. Chairman.

“r. Chairman, I am here to testify on behalf ot Congressman
C. ... an’s initiative, H.R. 2026, as woI] as other rural development
initiat. ves.

I know that the subcommittee has spent a great deal of time on
this issue, and Congressman Coleman ic certainly the foremost
expert in Congress on it. Realizing that you have a lengthy sched-
ule of witnesses today, I would ask thet my testimony be submitted
in the subcommittee record, and I wil. summarize my remarks.

Mr. JoxEs of Tennessee. We're very pleased that you will sum-
marize. Your statement will L> made a part of the record.

Mr. WEBER. 1nank you, Mr. Chairman.

1o
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First of all, Mr. Chairman, I want to cornmend both you, Chair-
.1an Jones, and Ranking Minority Merxher Coleman, as well as all
the members of the committee, for their leadership on this critical
issue.

My district in southwestern Minnesota is by some measurements
the most rural congressional district in the country. The largest
community in my district is less than 15,000 people. I don’t have
any of the large metropolitan centers such as Congressman Grandy
has with Sioux City. All my towns are pretty small. I come myself
from the community of Slayton, Minnesota with a population of
2,300 people, or a little less than that actually. I feel very heenly
the need for a strong emphasis on rural development in this Con-
gress and in this subcommittee.

As I have said, my testimony addresses some of the specific Cole-
man initiatives which I have had the privilege of working on for
over a year now. I just want to make three important points, all of
which are aimed at stressing the fact that ncw is the time to act on
this initiative. I believe that it is critical that we act on this initia-
tive.

The first reason that now is the time to act on this initiative in
my judgment is that our rural communities are ready to take ad-
vantage, Mr. Chairman, of the tools that we can provide to them at
the Federal level. I would contrast that with the situation I saw in
my district at least ever the last year or two, when rural communi-
ties were understandably traumatized by the magnitude of the eco-
nomic problems that beset them as a vesult of the collapse of the
farm economy.

In my home town of Slayton, my father was involved in the de-
velopment of the Slayton Industrial Development Corporation over
20 years ago. Businesses that they attracted were not able to sur-
vive over a long period of time.

In my district, those communities that have some diversification
to their economies have managed to weather the farm depression
of the last couple of years far better than those communities such
as .ny home town that have an economic base sclely dependent on
agriculture.

The last couple of years, as I have said, I think the rural commu-
nity has been somewhat traumatized. Now as 1 travel around my
district, I see that those people who are leaders in their communi-
ties are anxious to go to work te rebuild their communities, to re-
build their economic base. The tools that we provide them right
now will be utilized far more effectively, far more ambitiously, far
more aggressively than tools that may have been provided a year
ago or 2 years ago.

The second reason that now is the tim: to act, as my cvlleague
Tom Coleman pointed out in his testimony, is that we now have a
bipartisan consensus in favor of rural econotaic development. We
have had on the Republican side a rural development task force of
which Tom Coleman has been a leader and I have been a member
for the last year and a half, but the Coleman initiative, H.R. 2026
has a strong, bipartisan support and this subcomraittee has, of
course, been in the forefront of providing that bipartisan support.

I am this term assigned to the Appropriaticns Committee. It’s
my first term on the Agriculture Appropriations Subcommittee. I,
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of course, can’t speak f : anybody on that subcommittee but, as
you know, Mr. Chairm.a, Chairman Whitten has a very direct in-
terest in rural development, and the name of our subcommittee—
apropos of what Tom Coleman is trying to do at the Department of
Agriculture—is the Subcommittee on Agriculture and Rural Devel-
op.. 2nt. Initiatives that are passed out of this committee to the
Congress of the United States are going to receive a very favorable
hearing, I can assure you, in our subcommittee and the full Appro-
priations Committee.

Finally, now is the time to act because I believe that we have a
more favorable atmosphere ir the White House in this administra-
tion than I have seen in some time. Congressman Coleman, Con-
gressman Gunderson, myself, and several others met about 2 weeks
ago with Senator Baker—the new White House Chief of Staff—Sec-
retary Lyng, and other members of the administration. I think that
we have a more receptive attitude in the White House to rural de-
velopment initiatives than at any time since I have been a Member
of Congress these last 6% years. I'm pleased to see we're going to
have Deputy Secretary Myers testifying before this subcommittee
in a few minutes. I don’t want to anticipate his testimony, but I
want to thank the Department of Agriculture for their open and
supportive attitude in dealing with members of our task force on
this and other initiatives. That’s the final reason why I believe now
is the time to act, becase T believe we can gev some favorabie
action from the administra.on on certain rural development
issues.

Finally, Mr. Chairman, let me say that although I have ad-
dressed in my remarks and in my written testimony H.R. 2026, the
Coleman initiative, I want to say that most of us—all of 1s—from
rural districts stand ready to work cooperatively with you on any
rural development initiatives such as your bill, H.R. 1800, or others
the subcommittee may act favorably upon. Truly, this is a biparti-
san issue in a Congress that may otherwise be somewhat divided
along partisan lines, and now is the time for us to act in a biparti-
san manner to address the problems of rural areas.

I thank you for your time, Mr. Chairman, and I will be glad te
answer questions, if there are any.

iThe prepared statement of Mr. Weber appears at the conclusion
of the hearing.]

M. JonEs of Tennessee. Thank you very much, Vin. 'm appreci-
ative of your interest in coming over here and giving us your
thoughts, and for what you’ve done with Tom Coleman in develop-
ing his bill and the support that you and Steve and others have
given his legislation that he proposes.

We will probably invite you back to be with you some before we
finalize whatever we may do, but we will forego any questions this
morning.

Mr. WeBeRr. Thank you very much, Mr. Chairman.

Mr. CoLEMAN. Thank you for coming. Of course, your leadership
is always welcome in this committee, and especially as we develop
these proposals I have really enjoyed working with you and having
your insight to meet the many problems that face us. I'm glad that
you're here today.

To
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Mr. WEeBER. You deserve a ot of credit, Tom, [or being ahead of
this issue, more than just @bout anybody in the Congress, and 1
think now rural America is where you were about a year ago. If wz
can get the rest of the Corgress wheie we are now, I think we
could really do something good for rural America. Thank you.

Mr. JoNEs of Tennessee. We have a vete on at the present time.
The subcommittee will recess and return. The Honorable Peter
Myers will be cur witness at that time

[Recess taken.]

Mr. Jongs of Tennessee. The subcommittee will be in order.

Mr. Myers.

STATEMENT OF PETER C. MYERS, DEPUTY SECRETARY, US. DE-
PARTMENT OF AGRICULTURE; ACCOMPANIED BY LAVERNE
AUSMAN, DEPUTY UNDER SECRETARY, SMALL COMMUNITY
AND RURAL DEVELOPMENT; HAL .LiANDERS, COCHAIR, NA-
TIONAL ADVISORY COUNCIL ON LURAL DEVELOPMENT; AND
ERIC THOR, ASSOCIATE ADMINISTRATOR, FARMERS HOME AD-
MINISTRATION

Mr. Myers. Mr. Chairman, I have a lengthy written statement
which I will submit for the record. 1 will attempt to summarize my
statement, if it is agreeable with you.

Mr. JoNEs of Tennessee. Your entire statement will be made a
part of the record, without objection.

Mr. Mygrs. Thank you.

I do compliment you and your subcommittce members for your
obvious very deep interest in this subject of rural development. As
you know, just a few days ago we observed the 125th annriversary
of the founding of the Departmznt of Agriculiure. When that De-
partment was founded by Abrakam Lincoln, he talked about the
people’s department. Of course, we like to think of it as the peo-
ple’s department.

We look back and just a few years ago you find that the farm
population found itself in a downswing that, as we well know, pro-
duced a severe cost-price squeeze for many people. With massive
Federal Government assistance, it's now veginning to recover from
these difficult years. The Food Security Act is helping to make our
farm products ‘competitive in world markets, as it was intended to
do, and it is infusing capital into our agricultural systems. As a
result, many of our economic signs are pointing up.

While keeping the farmer in mind, the people’s department must
now turn its attention to the farmer's neighbors—to Main Street,
USA, to small town, USA—those neighbors that buy tLe farmer’s
products and sell most of those materials that he needs ‘o produce
those produvcts.

Obviously, as you know, al. of the help that we have teen giving
t, farmers 1s also important to rural communities in general be-
cause when we infuse capital iuto the agricultural corimunity, it
turns over in those smaller communities.

All parties with an interest in the future of rural America have
to look at strategies that will diversify the rural economies. Plan-
ning officials at all levels of government, plus private industry,
must look for economic activities that fit ir the rural community.

N
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You have recognized this, Mr. Chairman and Mr. Coleman and
members of the subcommittee, in the forms of the legislation that
we're considering today.

This administration has carried out many of the programs over
the past 6 vears that have aided rural America. I'd like also to
supply for the record just a few of these contributions which are
listed in my written statement.

The administration’s commitment to rural America is based on a
recognition that change is going to continue and that we cannot
limit our vision te the financing of a few industrial parks that may
never fulfill their promise. However, we must not confuse our role
as a partner in this undertaking nor should we mislead people in
thes » expecte: 38. The most important role will be that of the
pecple making their decisions, allocating their resources, using
their own ingenuity and setting their own horizons. The Federal
Government will be an active and willing associate, working with
the people and their local institutions, both public and private.

About 6 months ago the President established the Task Force on
Rural Communities consisting of 20 high-ranking Government offi.
cials, chaired by the Under Secretary of Agriculture for Small
Communities and Rural Development. This task force cuts across
all Federal agencies having rural responsibilities. The task force re-
cently made a report to the Economic Policy Cabinet Council at the
White House with recommendations for action by all Federal agen-
cies.

USDA has taken the lead in the Federal Government, and today
we are announcing a Department six-point rural regenerative initi-
at’ . The first one of these ateps—and I will, here again, summa-
rize—deals with the Extension Service, which has a nationwide
staff in place. They will place additional priority emphasis on rural
revitalization education. A product of their work that really high-
lights this is this booklet put out by the Extension Service called
‘“Revitalizing Rural America.” It’s an excellent book. It not only
has a good-looking cover, but it has excellent contents. We will fur-
nish these to the committee.

Mr. JonEs of Tennessee. Let’s make that a part of the exhibit to
your statement, Peter.

[The publication is held in the committee files.]

Mr. Mykrs. All right.

The second point is that we intend to establish rural enterprise
teams consisting of four or five specialists who will be organized to
go, on call, to communities, to counties in States. These will be
State-level enterprise teams.

The third point is to establish an information clearinghouse at
the national Ag Library with an 800 telephone number. Rural com-
munity officials will be able to get up-to-date information about
Federal programs available to them in a single phone call.

Fourth, we will instruct all USDA agencies with a research mis-
sion to increase their efforts devoted to rural economic develop-
ment.

Fifth, to insure that this rural rebuilding is given the priority it
deserves, its overall direction and coordination will be placed in the
Deputy Secretary’s office.

1/
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Sixth, we will redirect the Farmers Home Administration fiscal
year 1987 business and industry guaranteed loan program so that
we can begin to do things immediately at a lesser or lower level of
dollars than originally had been the concept of this particular
guaranteed loan program.

In addition to these six initiatives, appropriate personnel within
the USDA will look into the potential of further contracting and
procuring for rural businesses. Mr. Chairman, our proposal can be
done within the President’s budget and the Granim-Rudman-Hol-
lings deficit reduction targets.

We do support the concept of H.R. 2026 and have embodied sev-
eral of its aspects in our six points. However, we do oppose renam-
ing the Department of A zriculture and oppose having a special as-
sistant to the President on rural policy. Qur opposition in each case
is based on both philosophical and practical grounds.

We also must oppose rural block grants on the basis that most of
the programn sources of funding for rural block grants have been
proposed for termination in the President’s fiscal year 1988 budget.

We do want to reiterate, Mr. Chairman, that we in the adminis-
tration care. We are committed to work with you and the commit-
tee to assist rural America.

Mr. Chairman, thank you for your time and courtesy. That con-
cludes my statement. We'll be happy to answer questions.

[The prepared statement o° Mr. Myers appears at the conclusion
of the hearing.]

Mr. JoNEs of Tennessee. Thank you very much, Peter, for a very
fine statement. I'm glad to see that you have outlined the update
that you're doing there with the Extension Service. This is very
vital for what we are trying to do here.

I think we will forego any questions to you and tzke the privilege
of contacting you in case we need to ask you specific questions.

Mr. Mygrs. That will be fine.

Mr. JoNEs of Tennessee. I yield to Mr. Coleman.

Mr. CoLFMAN. Mr. Chairman, thank you.

I really don’t have any questions, either, but just a comment or
two. I'm glad that the administration is supportive of our efforts, or
certainly in general I think very substantively you are supportive
of those. In fact, your six points—I just was trying to keep track of
them—I see four of them in our initiative. I think that’s very fine,
to be able to work together on this.

We have been working with the administration. Although I did
not know what the administration was going tc say specifically
today, we are just asking them to give us a chance to present a
new, nontraditional response to a need et there. I'm glad to see
that they are willing to embark on a similar course with us, be-
cause it does take a different tack than I think we have seen in the
past. While I would hope that eventually we would have their sup-
port on our entire bill, I think we have brought them a long way
today to where they have made a fine contributing statement to
this. We want to work with the administration in this effort.

I thank you, Mr. .JAyers, for coming here today.

Mr. MyERrs. Thank you, Mr. Coleman.

Mr. JoNEs of Tennessee. Thank you very much, Peter.
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Does anyone else have a question chey would like quickly ‘o ask
Peter?

Mr. Granby. Does he have time?

Mr. JonEes of Tennessee. We have a time problem.

Mr. Myegs. I have time, but I don’t know about your time.

Mr. Jongs of Tennessee. We've got a time problem. Go ahead.

Mr. GRaNDY. Mr. Chairman, if I could?

Mr. Jones of Tennessee. Go ahead.

Mr. Granpy. I have no question. I just want to applaud Mr.
Myers for bringing the Extension Service into this consideration. It
seems to me we have a tremendous capability there and a resource
that we have not used, particularly when we address the education
aspect, which is going to be an important component here, and
also, in referring to Mr. Coleman’s testimony, a part of his initia-
tive to establish rural technology and training centers. It seems
that the logical source of those training centers would be our Ex-
tension Service and our universities. I am pleased the Department
is taking the lead in this.

Thank you.

Mr. JonEes of Tennessee. Steve.

Mr. GunNbeRsON. Thank you, Mr. Chairman.

I have a couple of questions but, first of all, a comment. Mr.
Myers, I suppose this is going to get me in trouble, and it’s not
meant to do that, but I'm a big believer in the Extension Service
but I would hope that if we are going to utilize the Extension has
the main delivery and support staff throughout this country that
perhaps we need to do within the Department a rather significant
reorganization and review of Extension’s mission.

I think there is a perception out there that the role of Extension
is first and foremost to work with the farmer and the farmer’s
problems and management on the farm, and, secondly, the Exten-
sion will be focused on such complementary organizations as 4-H,
our homemakers’ clubs, and that type of thing.

Third, if the county has the resources and the time, they may or
may not have the development agency within that county exten-
sion program. All I'm suggesting is that if you're going to utilize
Extension as the major delivery tool in rural counties, I think you
need to seriously review the present mission, the present person-
nel, and their training. This is saying nothing against the pecple
who are there—they are very good people—but I'm not sure their
mission today is understood by them as you had suggested it ought
to be in your testimony.

I would appreciate it if you would expand for us or compare, if it
is possible—Mr. Coleman’s bill includes rural development loan
funds. Can you compare that with the business and industry loan
program that you presently have? How do you understand that
they would interact or complement each other?

Mr. Myers. Well, I can’t tell you exactly how they would inter-
act, but I can tell you what we intend to do with our business and
industry loans for 1987. Heretofore, they have been large loans of
several million or many millions of dollars. We would like to break
these down into smaller units where we could stimulate economic
development in several communities, say a half a million dollars or
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maybe a million, where we could spread this money over many
more counties than we have before now.

Those loan guarantees are used for big developments. An exam-
ple in the past would have been ethano% plants or something like
that. We would rather have small industries starting up and we
would like to use this for seed money for these types of industries.

Mr. GuNDERSON. You have moved significantly into the area of
guaranteed loans in the agricultural area.

Mr. Mykgs. That's right.

Mr. GunpersoN. Have you considered utilizing loan guarantees
thrﬁ‘l’lgh the business and industry and rural development side as
well?

Mr. Myers. Yes, we're doing that now.

Mr. Gunperson. That’s an area we want to significantly expand.
It won’t cost you a lot of money, but it will allow us to get a lot of
help out there.

Mr. Myegs. That’s exactly right.

Mr. GunDERSON. Gue final question in this area. Congressman
Coleman again advocates rural investment and incentive block
grants, et cetera. How do you compare and contrast that with the
present community development block grant program in your un-
derstanding?

Mr. Myegs. I'll let the experts answer that. Can you answer that,
LaVerne or Eric?

This is Mr. Fric Thor who is the Associate Administrator of
FmHA.

Mr. THor. Currently, we have a number of programs in the com-
munity field. We find those work very well in terms of providing
for individual projects in the communities in all 48 States. As of
thic date, we're approximately 50 percent committed on the total
funds for 1987.

Mr. GUNDERSON. One final comment: I'm going to be submitting
to the White House this afternoon—and will submit to you as
well—a copy of a rather comprehensive review ot the present for-
mulas which have an antirural bias. You include within your testi-
mony on page 4, for example, a comment about the President’s
$980 million Worker Readjustment Act. While I'm a strong sup-
porter of that, I have to tell you that we’re facing real challenges
in getting that money into rural America. No. 1, we distribute re-
training funds based on unemployment statistics. Unemployment
stat'stics do not accurately count displaced farmers. They don’t
count at all the displacedy farmer’s spouse or son or daughter.
We’ve got major problems in those kinds of delivery services.

What we badly need out of the Department of Agriculture is
some kind of an advocacy that will work with those of us from a
rural area without spending one new dime, but simply assist us in
getting changes in everything from highway aid formulas to the
cost-benefit ratios in public works programs, to the rural health
care delivery services. to job training and education formulas. If we
can get that kind of assistance, we are going to make a big change
without spending money.

Mr. Myers. We would be happy to look at that. We’ve asked our
FmHA State directors to look at these formulas, and we'd really
appreciate your input.
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Mr. Chairman, can I say one more thing to Mr. Gunderson?

Mr. JonEs of Tennessee. Yes.

Mr. MyEeRs. The Extension is in the process of really re-examin-
ing their priorities in all States and at the Federal level. As you
know, it’s a State program, but most States are really re-examining
their role, just as you have suggested.

Mr. GunbpersoN. Thank you.

Thank you, Mr. Chairman.

Mr. JoNEs of Tennessee. Thank you, Steve.

Mr. Tallon?

Mr. TaLLoN. Thank you, Mr. Chairman. I don’t have any ques-
tions. Mr. Myers, I thank you for your testimony.

I would just like to say if, as you indicate, you are going to use
the Extension Service to deliver some of these revitalization initia-
tives that you've outlined for rural areas, it’s going to be impera-
tive that you communicate that to the Extension Service. As my
colleague Mr. Gunderson said, these are very good people, but
they’re going to have to understand what you're talking about and
you're going to have to work very, very closely with them if you're
going to see any success in this area.

Thank you.

Mr. Myers. | appreciate that comment. Mr. Myron Johnsrud, the
Administrator of Extension, is sitting right behind me. I am sure
he heard both of you gentlemen loud and clear.

Mr. JoNEs of Tennessee. Well, you're going to hear the third one.
[Laughter.]

I want to do the same thing, Pete. ] want to emphasize—I see
some change taking place in my own State, but Extension has a
habit of sort of easing up as time moves on and they get involved
in different things. But I think if we’re going to save rural Amer-
ica—and that means Extension as well because we’ll have no use
for them if it goes—they need to really be on the ball when it
comes to doing something about this.

Mr. Myers. I completely agree with you.

Mr. CoLEMAN. Mr. Chairman, if you would yield?

Mr. JoNEs of Tennessce. Yes.

Mr. CoLeMaN. I think the Extension Service has done an out-
standing job in tnis area under the 1440 program. We're going to
hear about that later on. They were doing some of these things
before we started moving into action a year and a half, 2 years ago.
They saw a need out there and they were putting things together
with gum and band-aids to try to put something together to aid
these families that nobody else was aiding. The Extension Service
was the first one, the people in the wrenches on that front line who
saw it and started to put together viable volunteer, no-money alter-
natives that we've now supplemented. They're doing a very good
job in the State of Missouri implementing, with the intent of the
author of that section on helping families.

T wart to commend the Extension Service. Very frankly, they
ought to be given additional funds instead of suggesting having
them be cut back. That's where they really need the assistance.

Mr. Jowes of Tennessee. Thank you very much, Tom.

Thank you, Peter, Mr. Thor, Mr. Ausman, and Mr. Manders. We
appreciate all of you being here.

2.
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The next panel consists of five people: Mr. Norm DeWeaver, sep-
resenting the Center for Community Change here in Washingte..;
Mr. Roy Palk, executive director of operations, National Rural
Electric Cooperetive Association here in Washington; Mr. Jack Cas-
sidy, vice president of rural utility relations, Central Bank for Co-
operatives, Denver, Colorado; Mr. Jeff Fox, vice president of legisla-
tion, Communicating for Agriculture, Fergus Falls, Minnesota; and
Mr. Jeffrey H. Schiff, executive director for the National Associa-
tion of Towns and Townships in Washington.

Gentlemen, we’re delighted that you’re here. We need your help.
No doubt, your interest needs this subcommittee’s assistance as
well. We want to hear from you and take the privilege of asking
you some questions when you have finished.

We'll begin with Mr. Norm DeWeaver, representing the Center
for Community Change here in Washington.

Mr. DeWeaver.

STATEMENT OF NORMAN C. DeWEAVER, REPRESENTING THE
CENTER FOR COMMUNITY CHANGE

Mr. DEWEAVER. Thank you very much, Mr. Chairman.

My name is Norm DeWeaver. I am with the Center for Commu-
nity Change, which is a private, nonprofit, technical assistance and
public policy organization which for 20 years has served communi-
éy—based groups in many low-income areas throughout the United

tates.

I appreciate the opportunity {o appear before the subcommittee.
I commend the committee for its willingness to take a new look at
the development challenges facing rural areas. I really, really hope
that this will lead to a new start toward a more active Federal role
in rural development.

In the interest of time, Mr. Chairman, I'd be happy to submit my
statement for the record and attempt to highlight some of the
things that I think are key points.

Mr. Jones. Without objection, the entire statement will be made
a part of the record. You may summarize.

Mr. DEWEAVER. I think the committee has a number of worth-
while proposals under consideration. However, to me ana to a lot of
community people I know, the most important task is not debating
the merits of any of the possible approaches. The most important
task is really making a fresh start by actually adopting one or
more doable ideas, ones that are likely to be funded, ones that are
likely to lead to immediate action in local communities in edopting
them now.

I would suggest that H.R. 1800 has those characteristics, and the
programs in it are oriented toward that ¢1d. They would make a
doable start now. The programs are all action oriented. The assist-
ance would go directly to local communities and local community
groups, where assistance is really needed. The programs would
help address the needs of such groups and help them to expand
their capability.

The price tage are low. They’re ones that the Federal budget can
bear. We urge the committee to use this bill as a vehicle to make a
new start in providing Federal assistance.
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In many respects the central program in H.R. 1800 is the busi-
ness I the grant approach in section 3. I submit that you can't
stimulate development, particularly in economically distressed
rural communities, without helping developers and the local com-
munity leaders and the local community groups that can make
tiings happen. The cection 3 grant program provides the potential
to sustain the public purpose, private nonprofit or public agencies
that can help to actually make their communities grow.

These grants would make it possible for such community devel-
opment organizations to explore new business ideas, to tap local re-
sources, to find and help end train local business people who can
translate those ideas into reality and work to mobilize the capital
for them.

The bill, as you pointed out in your opening statement, Mr.
Chairman, also provides for a modest increase in business financ-
ing capabilities of the rural development loan fund, the RDLF. The
RDLF has a major advantage which other Federal approaches, in-
cluding the current D&I program, do not have. They enable the
money to go to intermediary groups that are private, that take the
project selection responsibility out of Federal hands, and that can
work with the speed which only private institutions can. H.R. 1800
would make a valuable contribution by augmenting the capital
available to the RDLF.

I would also like to commend the committee’s attention to one
other small but very important innovation in the rural community
development field, and that is an attempt to expand the horizons of
the water and waste water programs, particularly the water pro-
gram that’s now in the Farmers Home Administration. H.R. 1800
provides for $10 million in authorization to enable local community
organizations to try different ways to insure that rural people that
now lack basic safe drinking water services in rural areas get
them. This is particularly important for isolated families and very
low-income families that are currently beyond either the geograph-
ic or the economic reach of the type of central system facilities
which Farmers Home now supports.

This program would also recognize the fact that in some commu-
nities, especially the smallest, the problem is not necessarily one of
building new facilities. This p.ogram would also speak to the man-
agement needs of the small water utility systems that are there.

With respect to H.R. 2026, there are a number of doable, action-
now programs in that bill which I would certainly like to support.
They include the rural technology grant program in title III and
the agricultural action centers program in title IV. They are pre-
cisely the kind of thing that would make a contribution and help
people where help is needed.

With respect to several of the State initiatives, I think we should
look carefully at what State governments are currently doing and
try to provide an incentive for them to do more.

On the block grant side, I think, as Mr. Gunderson pointed out,
we should look very carefully at the experience of the program
that’s already there, the HUD Community Development Block
Grant Program, particularly the things that happened in that pro-
gram when it started.
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I would suggest that perhaps there are more cost-effective ways
to get the money targeted on communities that need help the most
at a smaller commitment of total Federal resources than simply
adding one additional block grant program to the Federal catalog.

One final point with respect to the reorganization provisions for
USDA in H.R. 2026: I certainly support the notion of emphasizing
rural development as part of the Department’s mission. However,
reorganijzation can take time and cost money. I'm reminded of the
fact that a year and a half after the 1985 farm bill was passed
Farmers Home has yet to implement some of the water-sewer pro-
visions in that bill. I think we need to look at what we can do right
now and make a new start toward community development.

Thank you, Mr. Chairman. { would be happy to respond to any
questions.

{The prepared statement of Mr. DeWeaver appears at the conclu-
sion of the hearing.]

Mr. JoNEs of Tennessee. Thank you very much, Mr. DeWeaver,
for a very fine statement. We will give serious consideration to
what you have to say here as we move on.

The next gentleman is a Tennessean, a good friend of mine who
has moved to Washington to be with the National Rural Electric
Cooperative, Mr. Roy Palk, who is now executive director of oper-
ations for NRECA.

Mr. Palk, you may proceed.

STATEMENT OF ROY M. PALK, EXECUTIVE DIRECTOR OF OPER-
ATIONS, NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIA-
TION

Mr. Paik. Thank you, Mr. Chairman.

My name is Roy Palk. I'm executive director of operations for
the National Rural Electric Coopzrative Association. It is my pleas-
ure to appear before this group this morning on behalf of almost
1,000 electric cooperatives across 46 States who represent over 25
million consumers.

If the chairman will allow me as a preliminary matter, I would
like to introduce a statement from a friend of ours, Mr. Jim White,
manager of Gibson-Kenney Electric. If there is no reservation, I
would ask that this be entered into the record as Mr. White’s state-
ment on this matter.

Mr. Jones of Tennessee. Without objection, Mr. White's state-
ment will be made a part of the record.

[The prepared statement of Mr. White appears at the conclusion
of the hearing ]

Mr. Paik. Thank you, Mr. Chairman.

The role of the rural electric cooperatives has not been a static
one in the past numbers of years. For example, during this past
year we’ve been involved in many things other than providing reli-
able eleciric service. For example, we’ve been involved as a part of
our involvement with our people in the rural areas through spon-
sorship of local health fairs. Also ia the involvement and the devel-
opment and implementation of the National Rural Telecommunica-
tions Cooperative. That cooperative will provide satellite-based tele-
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communications services for consumers who need education and
business applications in the telecommunications field.

Another area that we’'ve been involved in is new initiatives in
economic development programs in the rural areas, including the
development and dissemination of a how-to manual in regard to
rur: | development

These programs I've mentioned do not take into account numer-
ous other ways that electric cooperatives have been on their own
providing initiatives and assisting our consumers in the vital role
that rural electric co-ops can play in a nationwide community and
economic development effort.

Since the 1960’s rural electric systems have been involved in
cominunity and economic development efforts that have created
nearly 1 million new jobs. Recently in NRECA held a series of four
hearings across the United States and a message came clear to us,
and that is that we must become more involved in community and
economic development; that our member systems must be catalysts
for development.

Mr. Chairman, REA is a critical partner in these continued ef-
forts. The matter of expanding REA’s role into rural economic de-
velopment is one that has been intensively studied by NRECA.
REA is and should continue to be the solid foundation upon which
rural electrification is built. We are pleased to hear that the com-
mittee shares this view and we very much appreciate the commit-
tee’s leadership in this area. We also appreciate the committee’s
continuing strong support for the concept of a Rural Electrification
Administration that is relentlessly aggressive in seeking solutions
to the very serious problems facing our Nation’s rural areas, and
by extension affecting our Natinn’s rural electric cooperatives.

The Federal agency REA already has a longstanding relationship
with one of the major components of the rural communities, and
there is the commitment certainly on the part of the rural electric
cooperatives, and most probably among the professionals at REA,
to make these programs work and to produce the jobs and econom-
ic stimulation our rural areas so desperately need.

It is essential that any rural development program incorporate
the same Federal-community partnership that has made rural elec-
crification so successful. We strongly believe that this same rela-
tionship is absolutely critical if Federal rural economic develop-
ment programs are to be effective. We have found that it is ex-
tremely difficult for communities to get needed plants and loans
because they are directed and dispersed by several different Feder-
al agencies. There is no single, ready source or expertise available
for the part-time, small community administrator what is available
and how to get it.

In these communities the rural electric cooperative is in a posi-
tion to serve as a catalyst for economic and community develop-
ment efforts. In these communities the rural electric cooperative is
in a position to provide the needed information and, more impor-
tantly, to assess Federal funding sources needed to revitalize and
regenerate the economy of rural America. This concept provides
what we believe to be the most vital solution to invert the pyramid
by placing these sinall grassroots communities at the top so that
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economic and con:munity interests and concerns provide the moti-
vation for improvement activities. This network is already in place.

To get to the heart of the matter, the reason the rural electrifica-
tion program has been so successful is because it is a Federal pro-
gram that is locally implemented, locally operated, and locaily con-
trolled. The programs in which the Federal Government and a
local community form cooperative working partnerships to accom-
plish a specific objective have proven to be exemplary models of
how other such programs could work. Therefore, a special blue
ribbon panel of rural electric leaders is studying the expansion of
the role of the REA to include economic development activities and
expanding the mission of rural electric systems throughout the
Nation that include community and economic development.

We have some specific recommendations, Mr. Chairman, which
the Congress might wish to examine in order to forge the effective,
sustained, working relationship between local communities. Among
these are consideration of legislation to mandate the consolidation
and simplification of rural development programs under one roof
by accommodating liens of other lenders to facilitate electric coop-
erative financing required for rural development projects, using
rural electric cooperatives and their proven network of generation
and transmission and statewide associations as catal; sts for initi-
ation of economic development plans.

Because of the difficulty in financing rural developmeut projects,
we recommend not only a more conducive loan accommodation
policy, but the creation of a rural development bank which would
guarantee loans and become a secondary market for local banks.

There is a need for a federally-created finance bank which deals
in secondary markets and pool the projects to assist local banks to
finance start-up businesses and i. .astructure projects and develop-
ment.

Mr. Chairman, I have submitted to the committee a more com-
plete statement of what we have to say. This is a summary of
what’s in that statement.

I appreciate the opportunity to appear and would be happy to re-
spond to any questions either now or later.

{The prepared statement of Mr. Palk appears at the conclusion of
the hearing.]

Mr. JonEes of Tennessee. Thank you very much, Roy. We will
complete the panel before we ask questions.

The next witness is Mr. Jack Cassidv, the vice president of rural
utility relations, Centrai Bank for Cooperatives, Denver.

eVge are delighted thav you're here, Mr. Cassidy. You may pro-
ceed.

STATEMENT OF JACK CASSIDY, VICE PRESIDENT AND MANAGER,
RURAL UTILITY RELATIONS, CENTI'AL BANK FOR COOPERA-
TIVES, ON BEHALF OF THE FARM CREDIT SYSTEM'S BANK FOR
COOPERATIVES

Mr. Cassipy. Thank you, Mr. Chairman.
I appreciate the opportunity to appear before the subcommittee
to address the subject of rural development this morning.
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My name is Jack Cassidy. I am vice president end manager of
rural utility relations with the Central Bank for Cooperatives in
Denver, Colorado. I am appearing her- today cn behalf of the Farm
Cretli{it System’s 12 district banks for cooperatives and the central
bank.

The 12 district banks for cooperatives and the Central Bank for
Cooperatives provide financial services to about 3,000 agricult: il
cooperatives and rural utility systems. Banks currently have about
$8 billion in loans outstanding. Their payment record has been
very good despite the problems in the agricultural economy.
During 1986 about $4.6 million in loans were charged off.

Agricultural cooperatives and rural utility systems and the
credit programs they ‘epend on have a significant effect on the
rural economy. For example, the latest information available shows
that the 70 largest borrowers of the "anks for Cooperatives have
total annual safes in excess of $33 billion and assets of $28 billion.
The latest Fortune 500 list of industrial enterprises includes 15 ag-
ricultural cooperatives, 14 of which have a banking relationship
with the Bank for Cooperatives. These 15 agricultural cooperatives
have about 60,000 employees nearly all located in rural areas.

These sta‘istics demonstrate the important economic contribu-
tion being made by the borrowers of the banks. These statistics also
uidicate tte significant role the banks and our borrowers could
play in contributing to the revitalization of rural America

Like our Nation’s farmers, many cooperatives and utility sys-
tems, ard the banks as well, are taking steps to adjust to the
changes takiag place in the rural economy. As agricuftural coop-
eratives and rural utility systems adjust to today’s economic envi-
ronments, they have new and somewhat different financing re-
quirements,

For example, agricultural cooperatives and some rural utility
systems, especially telephone systems, need to diversify and bring
in new capital to strengthen their operations. This can be accom-
plished by forming subsidiaries, joint ventures, or partnerships to
initiate new husiness activities, activities that are sometimes differ-
ent from the original business but related to serving the needs of
member-owners.

If adequate capital is a- ailable, new business activities would
create jobs and economic expansion in rural areas while strength-
ening the agricultural cooperative or utility system. Unfortunately,
the farmer-owners of many of these organizations do not have the
capital necessary to initiate new businesses. This problem could be
overcome by utilizing capital from other sources. However, the
Banks for Cooperatives lending authorities currently prohibit the
financing of subsidiaries or partnerships that include capital in-
vestments from ineligible entities. I will provide the committee
with two specific examples.

A large agricultural cooperative in the Southeast which has tra-
ditionally been involved in providing fertilizers, pesticides, and
other chemical inputs is in the process of building a papermill.
This diversification is necessary because the demand for agricultur-
al chemical products has declined significantly. The mill will bz lo-
cated in an area with an uneriployment rate in excess of 16 per-
cent. The papermill will be usir g proven, high technology and will
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eventually employ about 800 workers. The mill will require a cap-
ital investment of about $300 million.

The project has been in the development stages for several years,
and the Banks for Cooperatives have been the lead lenders from
the very beginning.eThis is a good project from every perspective.
However, it could be made bette:.

Several of the 41 newspapers which have already contracted to
purchase paper from the mill would like to purchase an equity in-
terast in the venture. The advantage to the agricultural coopera-
tive of entering into a partnership arrangement would be to lower
the risk of its member-owners, strengthen the financial condition of
the project, utilize a wider variety of expertise, and eventuall
allow for a larger operation that would employ perhaps an addi-
tional 500 workers. However, under current law the Banks for Co-
operatives can finance only wholly-owned subsidiaries of an eligible
borrower. We do not have the authority to provide financing for
the partnership just described.

In this instance, it is likely that the agricultural cooperative will
be J)revent,ed from taking the best course of action from a business
and economic development perspective simply because its long-time
lender, the Banks for Cooperatives, cannot finance a subsidiary or

artnership that includes equity investments froi. entities ineligi-
le to borrow from the banks.

The second example: a group of rural telephone systems, most of
them individually eligible to bosrow from the Benks for Coopera-
tives, is seeking te finance a Statewide rural cellular telephone
project. If this proposal is successful, it would help strengthen the
operation of independent rural telephone systems and provide what
is rapidly becoming an essential service to rural areas. Yet, the
Banks for Cooperatives are unable to provide the financing for this
partnership.

These two cases are just a sampling of the steps agricultural co-
operatives and rural utility systems are taking to diversify and
strengthen their operations. These types of adjustments to today’s
economy are not only the result of good business decisions, but
have the added benefit of creating jobs and bringing new capital
into rural areas.

As a primary lender for many of the agricultural cooperatives
and rural utility systems that are making such adjustments, the
Banks for Cooperatives are being called on to provide appropriate
financial services. The Farm Credit System is considering a legisla-
tive proposal to clarify the Banks for Cooperatives’ lending authori-
ties to finance partnerships, subsidiaries, and other ventures pro-
vided that an eﬁgible borrower or group of borrowers maintains a
majority interest or control of the operation. Such a clarification of
the Banks for Cooperatives’ lending authorities would promote eco-
nomic development in rural areas, strengthen the financial condi-
tion of our borrowers, and do so at no cost to the Federal Govern-
ment.

I want to commead this committee for considering ways to im-
prove economic conditions in rural America. The Farm Credit Sys-
tem’s Banks for Cooperatives are well situated to play an impor-
tant role in helping to revitalize rural America and we look for-
ward to that chailenge.




24

I appreciate the opportunity to prescent our views on this subject
and would be happy to respond to any questions. Thank you, Mr.
Chairman.

[The prepared statement of Mr. Cassidy appears at the conclu-
sion of the hearing.]

Mr. Jones of Tennessee. Thank you very much, Mr. Cassidy, for
a statement that we consider to be very worthwhile and helpful.

The next witness is Mr. Jeff Fox, vice president of legislation,
Communicating for Agriculture, F. rgus Falls, Minnesota.

Welcome, Mr. Fox. We're delighted that you're here. You may
proceed.

STATEMENT OF JEFFREY J. FOX, VICE PRESIDENT OF
LEGISLATION, COMMUNICATING FOR AGRICULTURE

Mr. Fox. Thank you, Mr. Chairman. I'll paraphrase my remarks
in the essence of time.

I'm Jeff Fox, vice president of legislation for Communicating for
Agriculture. I am here on behalf of CA.

Communicating for Agriculture is a na*" 1, nonprofit, nonpar-
tisan organization whose members are p« ily farmers, ranchers,
and small business people. CA has over 4,000 members nationwide
and members in over 45 States.

CA has been involved in a number of issues affecting the quality
of life in rural America. We've been involved at the State and na-
tional levels on such issves . beginuing farmer programs, debt re-
structuring, and is recognizea as an expert on health risk pools.

We believe that rural America can provide the workforce, the
quality of life, and the opportunity for growth in new and expan-
sion of existing small businesses. Rural America has a highly-quali-
fied, trairable, and willing workforce.

With the growth of high tech and service industry jobs, the work-
force is no longer required to live in large metro areas. Thus, rural
America’s quality of life can now be attained.

Small businesses, which fit well into rural America’s landscape,
continue to provide more and more of our new jobs.

On page 2 of my prepared remarks you will see a comparison of
small businesses versus larger businesses. Looking at the bottom
half of that, it will focus on 1980 to 1984. We see that small busi-
nesses provided more than two new jobs for every one job provided
by large businesses. These figures were provided by the National
Federation of Small Business.

In September of 1986 CA started working with i1 ¢ Under Secre-
tary’s Office of the Department of Agriculture on :. rural develop-
ment program created by section 1323 of the 1985 Food Security
Act. This program is designed to benefit rural America, designed to
provide guaranteed loans and grants to development in rural com-
munities.

CA in the past has had great success as a clearinghouse of infor-
mation on various subjects on a State-by-State basis. Since April,
Communicating for Agriculture has been working and gathering
information and data about State development programs.

We have found in our initial contact with the States that there
are as many programs as there are States. For example, State A
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may call their prograra “Jobs Development;”’ State B may call
theirs “Economic Development;” State C may have some other
name or heading for their program. It is very confusing.

We have provided to the committee an initial summary of what
we have found at the State level. With regard to Mr. Myers' re-
marks here earlier, we velieve that the clearinghouse of informa-
tion is very crucial.

Currently CA is work’ng on a model for rural development. We
are looking at communirties that have had success in creating new
economic opportunities. We hope to have this model completed in
the near future. We will then make the model available to others
who are trying to create new economic opportunities in rural
America.

Because State programs do vary, we believe that any Federal
programs involving rural development need to be flexible in order
for each State to adapt. We recognize that when an entity appro-
priates money for a specific program or project they will have to
have some type of control on how that money is spent. However, it
is widely accepted that local input, implementation, and control
are fntieded in order for economic development projects to be suc-
cessful.

Mr. Chairman, members of the commnittee, there have been dis-
cussions and propcsals to bring existing and/or new rural develop-
ment proposals under control of one agency or entity. We support
this effort. We see the same thing taking place at the State and
local levels. These actions have eliminated much of the confusion
and provide better all-around information and services.

In talking with State economic development officials, it has
become clear that they believe that expansion and start up of new
and existing businesses will be created from local areas—i.e., 50 to
100 miles in radius—through l.~al ideas and through local people.
One of the elements to insure success at the local level is for the
leaders to have access to information. In order to acquire this infor-
matiorn, they need research. In order for the research to take place,
they need funds.

New jobs must be created in rural America today. We do not be-
lieve that moving a business from one State or community to an-
other creates new jobs. We believe that new ideas create new jobs.
Unfortunately, these new ideas are untested and thus there is an
element of risk involved. Because of the risk involved, there is a
need for risk capital, risk capital being those monies that can be
used to start up new businesses that pose a risk. Most conventional
lenders are unlikely to provide funding of these new businesses
based on new ideas.

This is an area in which the government—whether that be local,
State, cr national—can play a very important part. This can be
done with loan guarantees and/or grants.

We do believe that the work that is being done by this committee
is crucial to rural America. This committee’s work and hearings
such as this help draw and focus the public’s attention on the
needs of rural America. All of us know that the need for rural de-
velopment is very real and in it lies the future of our rural commu-
nrities.
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Mr. Chairman, members of the committee, as I stated earlier, we
look forward to working with you on what we believe is a long-
term project. One of the benefits of being a nonprofit, nonpartisan
orgaiization is that we sometimes can work in areas that others
cannot. We feel that this is a very useful tool, not only to our mem-
bership, but also to those entities and groups that we work with.

I know that we are pressed for time, and I have tried to keep my
reniarks brief. I will be happy to answer any questions *hat you
have.

I want to thank you and the members of this subcommittee. We
appreciate the time and effort that you have put forth on behalf of
rural America.

[The prepared statement of Mr. Fox appears at the conclusion of
the hearing.]

M - JoNEes of Tennessee. Thank you very much, Mr. Fox, for a
fine statement. No dout we will be calling upon you for advice as
we move on into the final days.

Mr. Fox. Thank you, Mr. Chairman.

Mr. Jones of Tennessee. The next and final witness on this panel
is Mr. Jeffrey H. Schiff, executive director, National Association of
Towns and Townships in Washington.

Mr. Schiff, welcome. We're pleased that you would come. You
may proceed.

STATEMENT OF JEFFREY H. SCHIFF, EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS

Mr. ScuiFr. Thank you, Mr. Chairman.

My name is Jeffrey Schiff, the executive director of the National
Association of Towns and Townships. Our organization represents
more than 13,000 mostly small, mostly rural communities across
the United States.

Mr. Chairman, we'd like to thank you and Mr. Coleman and
other members of this commiitee for your obvious interest in the
plight of small town America. With your permission, we’'d like to
summarize my remarks and submit it for the record in its entirety.

Mr. Jones of Tennessee. Without objection, it will be made a part
of the record. Please do summarize.

Mr. ScurFr. Thank you.

I would like to hit upon just a few of the comments that we do
make in our testimony to bring focus on how the rural government
fits into the situation of dealing with rural development.

Mr. Chairman, as you know, there are 39,000 units of general
purpose local governments in the United States today. That is all
the counties, all the townships, and all the municipalities—39,000.
Today in 1987 72 percent of them, or almost three in four, have
populations which do not exceed 3,000. Indeed, 50 percent of all the
governments that exist today have populations under 1,000 per-
sons.

What does that mean in the context of small? It means that we
cannot make assumptions regarding very many things concerning
the gcvernments that are called upon to provide services or to im-
plement policies developed in Washington or the State capitals. It
means that the local officials who are performing functions in
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these many small governments are part time, are volunteers, are
doing this because they love their communities. They do not have
staff. They do not have budgets. They do not have computers. In
short, they do not have many of the resources which unfortunately
policymakers at all levels and program implementors assume must
go with the idea of a local government.

Too often, Mr. Chairman, we find that Federal policies, Federal
initiatives, and State initiatives do not respond to this unique char-
acter of small town America. We find program after program, regu-
lation after regulation, initiative after initiative which considers a
community of 490 people to be precisely the same as a community
of 49,000 with regard to how they may implement a program, a
policy, or participate.

We also find instances where the solution to dealing with small
town America is to take a program that has worked in a larger
context and to somehow shrink it down and then apply it to small
towns, and that does not work.

We also find an endemic bias that creeps into many programs
that says that if you do not spend a six-figure digit dollar figure on
a certain program or problem, then it’s not wcrth spending the
money at all. Because of the way that small town America is orga-
nized, is set up, does run, we find that many times a lot can be
done with a small amount of money.

For all these reasons, that is why we support initiatives such as
yours and Mr. Coleman’s. We believe that the kind of approach
that you are pursuing is more appropriately scaled to what exists
in small town America today. We do believe that concepts such as
rural development, revolving loan funds, and specialty programs
which would provide technical and business assistance at the local
level are extremely important. We applaud particularly the initia-
tive in your program, Mr. Chairman, which requires that certain
money be spent only in communities under 20,000. That will cu.
through some of the problems that we have when small communi-
ties are trying to compete with larger places that have many more
resources.

Over the 10 or 11 years that our organization has been on the
scene here in Washingtun we have also reviewed and evaluated the
situation of what happens when a small community is thrown into
a larger, more broadly-written Federal or State initiative. We have
a list of several ideas that we think should be included routinely in
the work of every subcommittee, every full committee that oper-
ates on Capitol Hill and in the State capitals.

First of all, if, indeed, it is the goal of these initiatives to make a
difference in small town America, there must be provision for
meaningful consultation with the people who represent these com-
munities, both government and outside of government. This espe-
cially is applicable when a program is targeted for implementation
and administration at the State level.

We also have found, unfortunately—and probably for reasons of
budgetary constraint—that without a requirement for maintenance
of effort by State governments, many times the State government
will substitute new Federal initiatives for program dollars that
they already are spending on those similar kinds of programs from
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their own resources. Therefore, there is no net impact on rural
America.

We also believe, as I mentioned earlier, that there needs to be a
protection for small grants; that small amounts of money can do
lots of things. We believe that data now are collected for small
communities but are not made available in a usable fashion that
makes sense for the resources that are available in small town
America.

We agree, as I said before, that the idea of a set-aside for very
small communities is something that deserves the attention of
every committee looking at governmental policy.

We also believe the encouragement of alternative and innovative
approaches—in short, that there isn’t just one way to get to a de-
sired outcome in terms of policy or program—is something that
needs to be pursued routinely throughout all policymaking delib-
erations.

In closing, let me just say that initiatives such as yours and
others being developed by this committee are appropriately scaled,
in our opinion, to the differences that apply in small town America
and, therefore, have a very good chance of making a true differ-
ence there. They combine well with the features +hat we find even
today in our sophisticated world that do exist ‘n small towas of
self-reliance, of self-help, of people wanting to make their commu-
nities better.

I want to thank you, Mr Chairman, personally for your support
of our association’s major new initiative in the area of development
called “Harvesting Hcme Town Jobs,” which I know you have
seen. We know that you also are aware that tomorrow morning
with your help in the Capitol building there will be a series of
showings of the video “Harvesting Home Town Jobs,” so that Mem-
bers of Congress and key staff can see this program which is geared
toward having small towns help themselves out of the economic
problems that they have now.

Thank you very much for all of your help. We would be happy to
respond to any questions,

[The prepared statement of Mr. Schiff appears at the conclusion
of the hearing.]

Mr. Jones of Tennessee. Thank you very much, Mr. Schiff, for a
very fine statement. We look forward hopefully to many Members
viewing the program tomorrow.

We are pushed for time and we're not going to ask too many
questions, but we are going to take the privilege of talking with
you for any assistance that we might need in the future.

I do have one question I want to ask Mr. Palk. If Mr. Cassidy
wants to respond, I would like for him to do that also. We’ll take
one round at least.

To what extent, Mr. Palk, are rural electric co-ops limited from
investing more then they do in rural develobment projects? How is
this limit established? Is it by statute or by REA regulation? You
sort of alluded to that, and I would like you to elaborate on what
you said.

Mr. Paik. Thank you, Mr. Chairman. I would be happy to re-
spond to that.
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The limitation that the co-ops presently are under is a result of
the way the REA mortgage s written. There is language in the
mortgage that says that not more than 3 percent of the co-ops’
plant value can be spent for nonact purposes. “Nenact purposes”
would be some of the purposes we’re talking about this morning for
rural development projects.

If this were raised to a higher amount, this would allow the coop-
eratives to expend monies in their local communities for some of
the exact purposes we have been talking about this morning.

The source of that limitation is not statutory; it is language in
the mortgage. That’s th : limitation the co-ops are under.

Mr. Jones of Tenne .see. With the 3-percent limitation, have you
a figure of how much money that might be?

Mr. PaLk. Well, you take an average co-op—we'll just say for
round figures, Mr. Chairman, that had a plant value of $10 mil-
lion——

Mr. Jones of Tennessee. Is that total plant value?

Mr. PaLk. That's toial plant value, sir. So you take 3 percent of
that figure, whatever that is.

Mr. JoNEs of Tennessee. Wouid a change in the lien accommoda-
tion policy of the REA enhance the co-ops’ ability to invest addi-
tional capital in rural development initiatives?

Mr. PALK. Yes, we believe that it would. The lien accommodation
policy of REA now is pretty rigid, and we feel that if lien accommo-
dation were addressed in a changed mortgage whereby the REA
would take into acccunt other lenders and other partners in rural
development projects that might be involved, this would enhance
the ability to put these projects together even better. Lien accom-
modation, lien subordination, some of the change in the language
of the present mortgage would accommodate that aspect, sir.

Mr. JonEs of Tennessee. Do you believe that the NRECA board
would be agreeable to a change of this sort legislatively?

Mr. PaLk. Yes, sir, I do. I not only believe that the board would;
our membership has already spoken to it through resolution at
their annual meeting in February and has encouraged us greatly to
become even more involved in community development.

Mr. JonEs of Tennessee. We need to get together and calk about
that, so we might make that all inclusive in some piece of legisla-
tion that we might be promoting.

Mr. PALK. Sir, we would be happy to talk to you any time.

Mr. Jones of Tennessee. Very good. Let’s don't forget that.

Mr. PALK. Thank you.

Mr. JoNEs of Tennessee. Mr. Cassidy, do you have any reserva-
tion about that? Do you want to tell us what you think?

Mr. Cassipy. Yes, Mr. Chairman, particularly with regard to the
lien accommodation. As a private lender who deals a 't with REA,
it is difficult to get a lien accommodation and, in fact, the policy
that they operate under makes it difficult for private lenders to
provide credit to the borrowers of REA. A modification in that
policy, either administratively or through statute, would make it
easier for private lenders to provide credit for so-called, nonact pur-
poses—non-REA act purposes—which would include rural develop-
ment as well as other business enterprises.

Mr. Jones of Tennessee. So you feel favorable toward it?
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Mr. Cassipy. Yes, sir, absolutely.

Mr. JonEes of Tennessee. Some change like that.

That’s all the time I'm going to take. My time has expired. I will
yield to Mr. Coleman.

Mr. CoLemAN. I don’t have any questions.

Mr. JonEs cf Tennessee. Mr. Tallon?

Mr. TaLLoN. Mr. Chairman, thank you. I'm very interested in
the questions that you were asking Mr. Palk. I just want to say
that I appreciate so much the involvement in my rural district of
our electric cooperatives and their efforts to help us enhance and
move forward with economic development in those areas. I'm espe-
cially interested in the report of this blue ribbon panel of the rural
electric leaders that would be studying the expansion of the role of
the REA to include economic development activities and expanding
the mission of the REA systems throughout the Nation. I want you
to know that I want to work with you in developing whatever we
might need to do to give you that authority. I think it’s an excel-
lent opportunity for rural America. I congratulate the rural elec-
tric cooperatives for their efforts in this area thus far. Thank you.

Mr. PaLk. Mr. Tallon, you're very welcome. We appreciate those
comments and assure you that as we progress with our study we
would like to be able to call upon your fine offices for advice.

Mr. TaLLON. Thank you.

Mr. JoNEs of Tennessee. Mr. Richard Stailings?

Mr. StaLLiNGs. No questions, Mr. Chairman.

Mr. JoNEs of Tennessee. Let me project this just a little bit fur-
ther since I didn’t use all my time. Do you know whether or not
the t(;alsphone co-ops would come under the same classification that
you do’

Mr. PaLk. They come under REA lending program, Mr. Chair-
man, but I am recalling just strictly from memory, but I believe
they have a little different language in their mortgage as far as
lien accommodation.

Mr. JonEes of Tennessee. We need to look into that also.

Thank you very much, gentlemen. We appreciate it. I wish we
had more time, but we just simply are crowded for time today.

The next panel consists of more people than are on the agenda
today because we are having to switch because of the time element.
Mr. Bill Heffernan, rural sociologist, University of Missouri, Co-
lumbia; Mr. Robert A. Youmans, member of the Rural Family
Issues Coalition of Columbia, South Carolina; Ms. Mollie Anderson,
director of the Greater Nebraska Job Training Program, Depart-
ment of Labor, Lincoln, Nebraska; and we're going ‘o move two
others up to this panel because th.ey have a problem as far as time
goes: Mr. Jay Hedges, director of the Illinois Department of Com-
merce and Community Affairs, Springfield, tllinois; Mr. Larry A.
Werries, director of the Illinois Department of Agriculture, Spring-
field, Illinois.

We will take you in that order. Mr. Hedges will follow Ms. Jack-
son and Mr. Werries will follow Mr. Hedges.

Mr. Cole~— n?

Mr. CoLEMAN. Mr. Chairman, if I might just say a few words
before bill Heffernan commences his testimony. I think he’s the
first one up.
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Three years ago in 1984 I asked somebody in the Department of
Agriculture here to give me some information behind the cold facts
and statistics that we knew too well, and that was che number of
bankruptcies and foreclosures and family farmers leaving the farm
and tell me the human side of this equation. I certainly knew in
my district but I would like to know additional information. He
gzid, “Congressman, nobody has ever asked us that information

fore.”

As a result of that simple question, the Department did go for-
ward to try to determine some information, and they let a contract
to the University of Missouri and to Mr. Heffernan and his wife
who went out and studied this phenomena, which Bill has reported
back to us previously several years ago and which he references
today in his comments.

They are the first, I think, to docurient, if you will, the human
side of the equation that we are trying to address. From that initial
question came eventually, through the 1440 section of the farm bill,
through some other activities in my district, through the formula-
tion of the four-part rural development initiative—much of what it
is predicated on is the study and findings that Bill and Judy Hef-
fernan have made. T would like, fir-t of all, just to say that as a
preface to what Bill might say today and also to welcome him as a
Missourian, as somebody who is very much concerned and involved
in this effort in rural America.

Bill, thank you. Welcome.

Mr. JonEs of Tennessee. Thank you very much, Tom.

I believe I overlooked Ms. Andrea Jackson. Did I introduce he:"
She’s there, I know. I don’t know whether I did or %ot because I am
confused with some of these changes we made. Aryway, we’re glad
that you’re here.

Ms. JacksoN. Thank vou.

Mr. JonEs of Tennessee. Mr. Bill Heffernan, you're recognized
and you may proceed. We're glad you’re here.

STATEMENT OF WILLIAM D. HEFFERNAN, PROFESSOR OF RURAL
SOCIOLOGY, UNIVERSITY OF MISSOURI-COLUMBIA

Mr. HerFFERNAN. Thank you, Mr. Chairman I appreciate very
much being here today. Most importantly, I want to commend this
committee for focusing on this very important issue of rural devel-
opment.

In light of some of the earlier discussion, I'm going to go directly
to some of my remarks concerning the program we have been
working with at the University of Missouri. The Vniversity of Mis-
souri Extension Service has had a long history of working with
rural communities to enhance economic development, but with the
funding we receive under section 1440 of the Food Security Act we
have been able to include four additional areas to give us a much
more balanced program focusing on both the social and economic
development of rural aress.

I want to talk about the four major thrusts that we have put to-
gether as a response once we received the funding from 1440.

The first thrust is what we call the Rural Community Service
Project. In the northern portion of the State seven senior-level
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counselors from local rural mental health centers have been hired
and located in local Extension offices. These professional counselors
are capable of directing and assisting families experiencing imme-
diate psychological problems which often lead to destructive or
abusive behavior. Their major purpose, however, is not to provide
ongoing family assistance, but rather to help route these families
in need of assistance to the appropriate services. Most of these fam-
ilies have multiple problems and can be assisted by not one, but
several of the agencies and organizations available in our local
communities.

The rural community service coordinators can provide the fami-
lies with information about numerous services availuble at the
community, county, regional, and State levels. Even more impor-
tant is the role the coordinators play in the community. The coordi
nators serve as a catalyst to help local citizens inventory the re-
sources availeble in their communities, coordinate these resources,
and help to disseminate the information to a host of caregivers and
tamilies who are in need of this information. They are also helping
to establish locai support groups and providing professional assist-
ance to support group leaders when necessary.

The coordinators utilize the full resources of the University of
Missouri and the local community mental health centers in provid-
ing services to rural communitics and families. This program has
been integrated into other ongoing Extension programs such as
those in farm management, child and family development, and
community economic development.

In addition, the program has received strong support and coop-
eration from the Missouri Department of Social Services, the de-
partment of mental health, and the department of agriculture
which coordinates MOFARMS which is a financial management
program.

Recently, the department of mental health submitted a proposal
to the National Institute of Mental Health which is accepting pro-
posals for innovative programs in the delivery of rural mental
health services. The Missouri propesal builds on the rural commu-
nity service project. Likewise, the department of economic develop-
ment has recently submitted a proposal to the U.S. Department of
Labor requesting funds targeted to provide special job training as-
sistance to farm and former farm families. Again, the proposed
training efforts are highly tied to our 1440 project.

The rural community service project is also working closely with
the Missouri Interfaith Coalition on the Rural Crisis. For example,
the coordinators have become key members of what’s called the
coalition’s bank closing response team. They are also being asked
tso help conduct pastoral training conferences held around the

tate.

Basically we're saying that the 1440 project is a key link in de-
veloping lsocal and statewide network of organizations and agencies
attempting to help farm and rural families.

Now the second project is what we call the Career Options for
Missouri Farm Families. This has, again, about four major thrusts
to it. One of them is an in-depth career educational program in
which individuals can come and seek 3 to 5 hours of counseling.

3
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Also, there is a hot line which people from around the State can
call. There is also a series of workshops that are being set up to
help individuals. Since Ms. Jackson is going to be talking more
about this one, I will not spend any more time on this particular
option. She has been a part of it and really knows it from the
bottom up a4 has worked closely with them.

A third one deals with rural youth. We know that there are a lot
of youth that are being impacted. The consequences of this for
these young people is going to be very long term if we do not deal
with it upfront. go we have a variety of programs being designated
to assist the youth and youth leaders in dealing with the adverse
effects of stress. They include a special program that is being devel-
oped for teachers both in terms of their in-service training and
then also materials that the teachers can use in the classroom.

A series of public forums will be held in several locations focus-
ing on teenage suicide, stress, and depression, and individual and
community means by which such problems can be reduced.

There will also be special training on ways to cope with stress
and ways to help troubled friends, which is being provided for 4-H
camp counselors who will be running our camps this summer in
the State.

In addition, special training on family communication, stress,
and stress management will be given to leaders of 4-H and other
youth organizations.

The fourth major thrust is what we call the Alternative Horticul-
tural Produce Marketing. This one is just getting off of the ground.
Several communities are being targeted in which to pilot a unique
project in which horticulture producers will be linked with such
local institutional buyers as through schools, hospitals, and nursing
homes. Also, the potential for processing locally produced items on
a local basis is being explored in several communities.

Given the severe economic problems facing agriculture and sev-
eral other industries located in rural areas, it is clear that nation-
al, State, and local resources must be combined if the impacted
rural communities are to remain viabie.

Rural development is the only hope many rural communities
have for survival. Without a significant and creative effort to revi-
talize the rural economy, much of rural America will continue to
deteriorate into an even deeper level of poverty, despair, and de-
cline. The despair for many farm and rural families is already so
great that attention must be focused on social and psychological de-
velopment, as well as economic development, if rural communities
are to be revitalized.

We have used the 1440 funds to broaden the rural development
effort we have had at the University of Missouri Extension and we
are very "auch appreciative of those funds.

Thank you.

[The prepared statement of Mr. Heffernan appears at the conclu-
sion of the hearing.]

Mr. Jones of Tennessee. Thank you very much, Mr. Herfernan.
You did summarize your statement

Mr. HEFFERNAN. Yes.

Mr. Jones of Tennessee. Without objection, the entire statement
has been included in the record.
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We appreciate this vital work that you have been doing. Without
a doubt, we will be calling upon you for some additional advice.

Mr. Tallon.

Mr. 1aLLON. Mr. Chairman, thank you. I would just like t» per-
sonally welcome our next witness, Bob Youmans. who is appearing
before this subcommittee. I have had the opportunity to work with
Bob in his involvement with the South Carslina Farm Bureau. He's
an outstanding leader.

I appreciate so much your being here today, Bob. Thank you.

STATEMENT OF ROBERT A. YOUMANS, MEMBER, RURAL FAMILY
ISSUES COALITION

Mr. YoumMans. Thank you, Congressman.

Mr. Chairman and members of the subcommittee, I am Bob You-
mans. I'm a farmer from Furman, South Carolina. I appreciate the
opportunity to share with you a view of life in a rural South Caro-
lina town, my home town.

In our community of Furman we had 27 full-time farmers in
1980. We had a thriving equipment dealership there. This growing
season we will have no more than four full-time farmers, probably
only two, and the tractor dealership has been out of business for 3
years.

This picture of a dying rural town is common all across America.
In most rural areas, farming is the hub that feeds other businesses
as well as feeds the world. With the loss of as many as 1,000 farn-
ers in the United States every week, there are serious problems not
only with farm families, but with farm workers, agribusiness
people, suppliers, and other rural businesses.

I applaud the work that you, the Members of the U.S. Congress
and this committee, in seeking to improve the quality of life of
rural Americans by encouraging rural development.

We desperately need to bring opportunities for new jobs and job
training, technical assistance, and capital improvements to our
rural areas.

But many families I know have immediate needs that must be
met before they can utilize these development opportunities. Every
day I see people who are so burdened by the load of stress brought
on by financial uncertainty, loss of businesses and of jobs, their
way of life, that they literally do not know what to do or where to
turn.

I recently was visiting one of my friends, a farmer, who was dis-
traught because he did not qualify for an operating loan this year.
In the middle of our conversation, as he was wringing his hands
and saying, “I don’t know what to do. My farming days are over,”
he picked up the telephone on the wall and called the local John
Deere dealership ordering $1,500 worth of new disc blades for his
disc harrow, having no idea in the world whatsoever where he was
going to get the money to pay for them.

Why this kind of behavior? Let’s talk about the rural individuals
for a moment. Most of us have been trained to plant, to produce, to
plow, and to harvest. More recently, with the help of the Extension
Service, we have been taught how to market and even how to de-
velop a financial management plan, but never in the far reaches of
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our imagination—mine or our training—have there been thoughts
of failure, relocation, or changing vocation. Few, if any, know the
possibilities of help from the traditional social services or mental
health services that may be in the rural areas. Most of them, if
they are aware of this help, hesitate because of the very nature of
the beast.

This beast called rural America is a rugged, self-reliant individ-
ual who has never allowed himself to depend on anyone and gener-
ally not on the system. But things have changed. Our smail com-
munity has seen increases in alcohol and drug abuse, spouse and
child abuse, divorce, and even attempted suicides.

One of the most evident symptoms of the rural stress is the total
withdrawal from all ways of community life and from family and
from friends and even from church activitics. Our rural families
need help in dealing with the stresses, but most of them, as I men-
tioned earlier, are too independent and teo proud to seek this help.

Because of my frustration over how to get help for my neighbors
and friends, I joined with other concerned folks from across this
Nation to form the Rural Family Issues Coalition. This national co-
alition has four very specific goals:

One of the goals is to provide 24-hour phone crisis intervention.

Two, to provide aggressive outreach by trained human services
professionals who will frovide immediate, on-site, one-to-one assist-
ance for rural families in distress any time or place, and to stay
with them until the problem is resolved.

Three, to develop local peer support groups.

Four, after they have resolved the immediate crisis, to connect
them and refer them to the appropriate traditional helping services
such as public health, mental health, extension, ministerial, and
human services.

The Rural Family 1ssues Coalition’s go='s are patterned after a
highly successful program developed in I'.inois called Stress Coun-
try Style. Let me explain for just one minute why 7 think this kind
of program can help in my community- or in the thousands of simi-
lar communities around this country.

Rural folks find it very difficult to seek help locally, but will fre-
quently spill everything of their troubles with a compassionete
stranger. This is evidenced by the scores of cold calls made by the
Stress Country Style program without one rejection. These first-
time calls have resulted in a high rate of success in preventing sui-
cide, homicide, and other problems that destroy the family life and
the family itself.

As I look around my community, I see many needs, but none
more urgent than a workable outreach system.

Mr. Chairman, I would like to leave with you information that
details the needs of the rural outreach program and how the pro-
gram works to have in the record, if it is your pleasure.

I would like to close by expressing my thanks to you for the work
that you are doing to strengthen our rural communities. I would
also like to thank Chairman de la Garza and his staff for introduc-
ing H.R. 2398, a bill that would provide outreach programs and
crisis management assistance for farmers and rural families.

Q R
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My hope is that this kind of assistance could be utilized and ex-
panded in conjunction with the good work that you are doing with
these two bills that have been introduced.

I want to thank you for the opportunity of appearing here on
behalf of the coalition and my fellow farmers. I would be happy to
respond to any questions.

[The prepared stateme=t of Mr. Youmans appears at the conclu-
sion of the hearing.]

Mr. JoNE of Tennessee. Thank you very much, Mr. Youmans,
for a very practical and fine statement. We will have some ques-
tions for you at a later time.

Now we’ll proceed with the next witness, Ms. Mollie Anderson,
the director of the Greater Nebraska Job Training Program, De-
partment of Labor of Linccln, Nebraska.

We are pleased that you are here, Ms. Andarson. You may pro-
ceed.

STATEMENT OF MOLLIE ANDERSON, DIRECTOR, JOB TRAINING
OF GREATER NEBRASKA, NEBRASKA DEPARTMENT OF LABOR

Ms. ANDERSON. Thank you.

Mr. Chairman and members of this subcommittee, thank you for
the opportunity to testify today and the opportunity to bring m_
young son to Washington and see Go" - rnment at its best.

My commen:s are submitted to you as a summary today. I'm pre-
senting them and I would appreciate if you would put the full testi-
mony in the record.

Mr. JonEs of Tennessee. Without objection, it will be made a part
of the record.

Ms. ANDERSCN. Thank you.

I am Moilie Anderson. I am the director of the Greater Nebraska
Job Training Program which is a part of the Nebraska Department
of Labor. We were pleased to receive an appropriation of $500,000
from sectior. 1440 of the 1985 farm bill which allowed us to contin-
ugs 7our agriculture-in-transition program through September of
1987.

I am here today to ask for your continued support of our pro-
gram which has proven to aid our distressed farming communities
in Nebraska. Our program serves an 88-county area whose No. 1
incustry is agriculture. Included in your packet tnday is informa-
tion on the extent of the crisis and its impact upe - Jebraska.

Because the problems facing rural America are so complex, we
feel any progrzms offered as solutions must have a broad spectrum
of alternatives to offer. Anything less will result in failure not only
for the programs implemented, but for the -eople they are de-
signed to help.

As Congressman Coleman said today, today’s agricultural crisis
is far more than a farm problem. It is a rural community crisis
that requires comprehensive solutions beyond the scope of tradi-
tional agricultural programs which often stop at the farmgate.

We support the rural development initiative introluced to re-
build rural Ammerica and restructure USDA, and we compliment
this committee on its comprehensive design.

41
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Let me quickly comment on a few of its object:.es. First, we sup-
port the creation of a Rural Development Administration within
USDA and the establishment of a special advisor to the President.
In our opinion, this places the empnasis on the fact that the rural
economy has changed. No longer is it restricted to the dependency
on agricultural production. It properly places revitalization and
rural development on a par with agricultural production issues.

Second, we support block grant programs to provide seed capital
for rural economic development which would encourage private
sector investment and provide funding for rural infrastructure
needs. Without such assistance, rural communities cannot compete
with their metropolitan counterparts.

Third, we support the creation of one-stop shop ag action centers,
a concept proven to be most effective.

I would like to use the remainder of my time to comment on our
program design, our performance, ontcome, and our funding issues.
The centerpiece of our program are six one-stop shops centers
called ag action centers located in community colleges across our
State. The colleges provide a comfortable, nonthreatening environ-
ment free from the negative social service stigma that my counter-
parts have already stated is vitally important to these programs.

This was essentiel if we were to be able to reach the ag vorkers
who traditionally have a strong sense of self-reliance. We developed
a three-pronged strategy which is outlined in the material you
have received. The first prong addressed the dislocated farmwork-
er. We feel our first responsibility in our program is to keep farm-
ers in farming. The cent:rs allow people to come to their own con-
clusior.s about their futurs in agriculture. They provide farm-ranch
management courses; legal, financial, and stress counseling; refer-
rals to social services ~gencies; and many times they provide help
in just simply nroviding supplemental off-farm income in order to
keep that farm operation going.

The second prong addresses a dislocated farmer. It provides
career assessment, counseling, classroom and on-the-job training
and supportive services. It helgs farmers realize they do, indeed,
have transferrable skills and they are not a dumb farmer.

Because of the time constraints, I have provided the program
performance information as a handout. I would like to teil you we
have had 2,500 individuals come into our ag action centers; 1,300 of
those individuals have been able to remain in farming; 900 had to
get out of farming; and we have a 79 percent placement for those
individuals at a cost of roughly $1,900.

If you look at that last page of the material which I have submit-
ted, you will see the return on the investment for the Federal Gov-
ernment and you will see that by far they return more when they
are v.orking than what they cost you in expense for these pro-
grama.

The third prong in our strategy, and one that is critical to the
ultimat. success of the program, is communily services. There is no
need to retrain people if here are no jobs available. To address this
need, we must be able to implement nrograms that create jobs.

If you will see in the material, there is a real need to provide
marketing assistance for small towns, business incubation centers,
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technical assistance for cottage industries, and we have no funds
for those efforts.

I would like to submit that there were some problems in the ap-
propriations received in the 1440 bill. That was in regard to the
ability to subcontract with other agencies. It was eventually re-
solved, but it caused scme red tape.

In closing, T would like to say agriculture-in-transition has pro-
vided a resource for our rural communities. We hope that if legisla-
tion is passed our program can continue to be a model for other
States to use. I think that it is apparent this group recognizes
small farms and communities are an integral and vital component
of America and that their preservation is critical to our productive
survival

Thani you.

[The prepared statement of Ms. " ~derson appears at the conclu-
sion of the hearing.]

Mr. JoNEs of Tennessee. Thank you very much, Ms. Anderson,
for a very good statement. Without a doubt, we’ll be wanting to
talk to you at a later date.

Our next witness is Mrs. Andrea Jackson of LaPlatu, Missouri.

Mr. Coleman, do you wish to introduce Mrs. Jackson?

Mr. CoLEMAN. Mr. Chairman, I would certainly welcome Andy to
our committee. I have known her as a farm wife and as a person
not in my district but from north Missouri who has had some of
the same problems as the people in my district because of the vast
weather patterns that have inundated us for several years. I cer-
tainlv welcome her and look forward to her testimony.

She is going to be telling us as a participant in one of these pro-
grams, and I think that is a unique perspective that will be given
to us.

Welcome, Andy.

Mr. JoNEs of Tennessee. We are delighted to have you. You may
proceed, Mrs. Jackson.

STATEMENT OF ANDREA JACKSON, FARMER, LaPLATA, MO

Mrs. JacksoN. Thank you, Mr. Coleman, Mr. Chairman, and
members of the subcommittee.

My name is Andy Jacksor and I am from LaPlata, Missouri. I
am married and have three sons. My husband and I have a farm-
ing operation that has veen adversely affected by the current eco-
nomic conditions. I am a participant in the Career Options for Mis-
souri Farm Families which is a university extension 1440 project. 1
am presently employed but am looking at career options both in
and outside our present location.

I was a participant in a workshop with 10 other individuals, both
men and vvomen, whose lives are in transition due to the economic
cenditions. Four of these people had college degrees in an area of
agriculture; one had a graduate degree in agricultural education;
and three had two or more years of higher learning. Of course, all
of them had a high school education. Other participants in this
project have less formal education which indicates that this project
is serving a cross-section of individuals. We are all involved in agri-
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culture production and/or agribusiness. We are respected commu-
nity leaders, and our lives are in transition.

One participant, who is a widower and father of three sons, does
not want to leave his local area as his sons are established in
Junior high £nd high school activities and organizations. He has a
B.S. degret in dairy science, had sold his dairy herd a week prior to
our workshop, and he was there looking at possibilities for certifi-
cation to teach.

Another participant had recently quit farming. is divorced, and
has no geographic limitations. He desires to relc.ate, if necessary,
and is simply exploring options, trying to find employment possi-
bilities and to reconstruct a positive self-esteem.

Other situations of workshop participants are cited in the
Kansas City Times article which is enclosed with this testimony. |

We, as a group, shared similar problems, concerns, and goals, |
and we developed a caring relationship during the 3-day workshop.

To those suffering from depression and who are struggling with
transitional legalities, this workshop experience provided the op-
portunity for fresh introspection and objectivity in the analy:is of

our own abilities. It provided the opportunity to feel assu-ance

that, yes, we still do have skills and capabiiities—to re-estabuch
confidence in ourselves; the opportunity to step away from the
problems for a brief time to look clearly at possible solutions. We
had the opportunity for self-analysis through the Strong-Campbell
Interest Inventory, and we had individual career counseling ses-
sions and, importantly, the opportunity to initiate change for our-
selver in a positive way.

The university extension iz an established, in-place vehicle to
meet the needs of the arricultural fainilies that are in transition.
In Missouri the netwc king that is available through their career
planning and placement center is a very strong, «dvantage, particu-
larly for individuals that may eventually look to leaving their
home area.

I just have a closing thought that actually comes n.om Naiibitt’s
“Megatrends,” but it relates so stro:gly to those of us who are in-
volved in agriculture and involved in: transitios:

We are living in a time of parenthesis, the time between eras. It
is as though we have bracketed off the present, which is here, from
the past and from the future. We are clinging to tha. known past
because we are so fearful of the future. Th.s time of parenthesis is
a time of change and questioning. Alithough this time is uncertain,
if we can learn to make that uncertai.,ty our friend, we can actual-
ly achieve more in those unstable times than we can in stable
times. We must get the clear vision of the road ahead. Once we
have that clear vision, we have a renewed resilience and renewed
confidence in our abilities to adapt to our ever-changing society.

I feel strongly that the 1440 program provides an opportunity for
people who are involved in agricu. .re to accurately assess their
abilities and to adapt to this changing society.

I thank you for the opportunity to share my thoughis with you. I
would entertain any questions that you might ha e.

{The prepared statement of Mrs. Jackson appears at the conclu-
sion of the hearing.]
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Mr. JoNEs of Tennessee. Thank you very much, Mrs. Jackson, for
a very fine statement.

Our next witness is one that has been added from the third
panel, Mr. Larry Werries, director of the Illinois Department of Ag-
riculture, Springfield.

Mr. Werries.

STATEMENT OF LARRY A. WERRIES, DIRECTOR, ILLINOIS
DEPARTMENT OF AGRICULTURE

Mr. Werries. Thank you, Mr. Chairman and members of the sub-
committee,

I deeply appreciate your adjusting the schedule to accommodate
a flight to Chicago.

I wii truly attempt to summarize my comments which I submit
for th2 record.

Mr. JoNEs. Without objection, the entire statement will be made
a part of the record.

Mr. Werrigs. Thank you, sir.

I'm the director of the department of agricuiture in the State of
Illinois and also a grain ard livestock farmer in the west central
part of the State. We have not been immune from the agricultural
problems in the State of Illinois although we feel like we have
fared a bit better than some of our neighbors in the eastern and
western edges of t1e cornbelt.

We feel that our three main reasons for the fact that Illinois per-
haps has come through those in a little better shape are: first of
all, we’re a prairie State. Our soil is very rich. the weather has
been a little better than some of the western cornbelt States have
experienced in drought times. Also, we feel as though our economy
is more diverse in the State of Illinois. In other words, farmers and
their wives have more opportunities to find off-the-farm employ-
ment.

Nevertheless, just yesterday I called the association which repre-
sents the farm retail equipment dealers, and in 1980 we had 600
farm equipment dealers in the State of Illinois; today we have 425,
a loss of nearly one-third. Just yesterday in one of the Chicago
papers I read that the bottom six counties in deep southern Illi-
nois—families which require obstetric services cannot find them in
those counties. They go to Paduka or Cape Jerado. Mr. Coleman,
going to Cape Jerado for those services may not be all that bad,
but, nevertheless, it’s pretty far for some of them. We've lost some
support se-vices, both ag-related and nonag-related, in the State of
Illinois, as  her States have.

We have taken several initiatives at the State level to try to ad-
dress these problems. We feel as though we have been very active,
and several people have alluded to programs going on in Illinois
that we're quite oroud of: the Stress Country Style Program is one
that I think other States are modeling their programs after.

We feel as though these programs have taken a logical sequence.
First of all, the Extension Service got involved in attempting to
counsel farm. irs to become better financial managers. We did that.
The logical sequence there was to provide some financial assistance
programs. It was found that those programs were not correcting all
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of the problems which were found out in rural Illinois. Then we
went to a legal assistance program to help farmers with legal prob-
lems if they could not truly afford them. Then the next program to
begin was the stress counseling program. I suppose the next logical
program is then rural development.

Our emphasis has been to try to keep farmers on their farms, if
we could truly do that. If that is not possible, then I think we
should consider rural development programs to provide alternative
employment either in addition to the farming operations or per-
haps in some cases as an alternative to farm employment.

I would suggest that some programs are worthy of your consider-
ation, then, at the Federal level. I might just summarize by listing
some of those. I think technical assistance is an important aspect
for the Federal Jdevel to consider. Most rural communities are gov-
erned by part-time or volunteer leadership. In many cases they're
not always up on the avai'ability of State and Federal prugrams. [
think that with some guidance from State and Federal officials
these communities can avail themselves of these programs.

Modernization grants, water and sewer system upgrades are still
important as infrastructure additions to local communities should
they seek to attract industry.

I am presently serving on a task force in the State of Illinois that
is chaired by our director of the experiment station at the Univer-
sity of Illinois, seeking to establish a system whereby farmers can
avail themselves of the best technical assistance out there via a
computer system, computer-assisted decisionmaking, if you will.

Diversification—this seems to be the byword in central America.
The problem of farmers not making it raising traditional commod-
ities and seeking to devote part of their farming operation to alter-
native enterprises.

Then local incentives I think should be a part of any Federal pro-
gram.

1 appreciate the chance to be with you, Mr. Chairman and mem-
bers of the subcommittee. I stand available to answer any ques-
tions.

{The prepared statement of Mr. Werries appears at the conclu-
sion of the hearing.]

Mr. JonEs of Tennessee. Thank you very much, Mr. Werries, for
a good statement. Without a doubt, we will be asking you for some
help a little later.

Our next witness, and the final witness of this panel, is Mr. Jay
Hedges, the director of the Illinocis Department of Commerce and
Community Affairs of Springfield.

I\:Iir. Hedges, we are delighted that you are here. You may pro-
ceed.

STATEMENT OF JAY R. HEDGES, DIRECTOR, ILLINOIS
DEPARTMENT OF COMMERCE AND COMMUNITY AFFAIRS

Mr. Hepges. Thank you, Mr. Chairman.

I a(l]so will summarize my comments and submit them for the
record.

Mr. JonEs of Tennessee. Without objection, they will be made a
part of the record
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Mr. HepGes. It's been only two short a period of time since
people in the economic development community sat at a table like
this with members of the agriculture community. For many years
we struggled and fought for scarce resources, and agriculture
wasn’t considered economic development. In recent years, certainly
in Illinois and our sister States represented on this panel, I believe
economic developers have recognized that the agricultural commu-
nity is the lifeblood of the Western States, and the diversification
and food processing sorts of industries that are related certainly
are very dependent in terms of our general economy. We sit here
together at the same table today working hand and hand as op-
posed to fighting for scarce resources.

I present an agency of about 700 employees and about $700
million in Illinois in terms of economic development. We do a
number of things, all related to economic development, including
administration of numerous State programs like job training, de-
velopment block grants, and many other procurement assistance
and business management assistance, and other kinds of programs
to assist businesses.

We also run the Film Office and manage an Illinois Office of
Tourism, all parts of our broad, diversified Illinois economic devel-
opment efforts. We also have a very large and extensive small busi-
ness assistance bureau in our agency. We feel that this is the real
growth potential in eco mic development in Illizois ané certainly
in many other midwestern and other States.

Within that is where we have begun to really identify the needs
of rural economic development throughout our State. We have
found that in light of the fact that we have such large resources
and so many programs, including Federal dollars, we have still not
been able to properly address the needs of rural Illinois.

There are some successes, we believe, however, and some encour-
agement and reasons why we think there is potential to develop
these smaller communities in terms of economic development and
related businesses. In particular, we're finding increased auto sup-
pliers bring new jobs to our State and to the Midwest, particularly
interested in what's become known as the “farm work ethic” in II-
linois and in the Midwest—foreign and domestic manufacturers in-
terested in finding farm families and farm people to rui. aund oper-
ate their manufacturing facilities. I feel this offers enco .agement
to rural Illinois and rural America.

New value-added processing facilities we think will be very im-
portant to not just diversifying crops, but making more creative
uses for our existing traditional crops.

We also feel that there is good news in the area of tourism, some-
thing we haven't talked much about today, but something that will
be critical to farm communities and rural communities as people
seek more diversified tourist and travel activities throughout Illi-
nois and throughout the Midwest.

We believe there are some great potentials for success in this
area, and we not only look toward the Federal Government for pro-
viding assistance, but the State of Illinois and other States as you
have heard from today are making State commitments in terms of
resources and programs to try to correct these problems.
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Illinois is working to meet these challenges and has provided
leadership in terms of funding a program to address them. Specifi-
cally, Lieutenant Governor George Ryan conducted 22 public hear-
ings during the last year and more than 115 towns were represent-
ed during these hearings to listen to the concerns of citizens from
rural Illinois.

We found that there were several major areas of concern: cch-
tinuing to maintain a rural emphasis and not trying to urbanize
our rural areas was important to people in our communities to bol-
ster the rural economy and attempt to provide State and Federal
assistance to help local efforts, and to strengthen the local govern-
ments who many times don’t have the professionals and economic
developers thet larger communities have. Also, to improve the edu-
cation and human resources of these communities, to serve the
needs of businesses that may be interested in expanding or relocat-
ing.

We think it’s important that the Federal Government work with
States and with local governments to encourage the investment of
private capital in our communities, not just to use State resources
and Federal resources, but to encourage the leveraging and invest-
ment of private capital, because we believe this 1s the only way
that natural markets can be generated rather than just creating
employment with Federal and State dollars.

We think it’s important to look at innovative ways to provide fi-
nancing assistance and not tie the hands of State development
agencies and local government sgencies with specific guidelines
that may not apply the same nationwide, to provide that “lexibility
within certain targeted areas.

We have been participating in a program just recently adminis-
tered by the USDA, the Rural Development Frogram, which allows
the State of Illinois now, as one of four States in the country, to
provide low-interest loans, direct loans, grants for feas'bility stud-
ies and technical assistance, as well as loan guarar.tees provided by
the Federal Government. Four point seven million dollars was
awarded to Illinois just about 30 days ago. That, will be used in con-
junction with the new rural economic development program admin-
istered by our agency and appropriated through the Illinois State
general fund of %2 million. So the State has provided its financial
commitment and program commitment to accent and complement
the Federal program that we think is so important.

Let me summarize my statement by saying in some specific areas
we think that the Federal Government and this committee, consid-
ering the bills at this point, should consider very specific programs
to assist rural economic development.

Specifically, revolving loan funds financed by the FmHA and
State funds can help displaced farmworkers to develop their own
small businesses. FriiA guarantees are others administered by
TISDA can help the direc’ loans, State and Federal loans, to pni-
vate assistance, to provide additional financing for more traditional
business and industrial expansion in rural areas. Finally, Federal
loan guarantecs for agribusiness te help diversify rural economies
with value-added efforts.

We support limits of population of 20,000 which will also mirror
some of our State programs to try to fend off some of the competi-
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tion from the more urban areas, and we also believe that it makes
sense to requi.e State funding commitments in conjunction with
Federal funds.

We also believe that there should not be an injection of State
and Federal dollars that exceeds more than 50 percent of the total
project to guarantee that there would be private dollars in projects
so that they would be more economical.

Finally, we just simply encourage continued cooperation of the
agricultural communiti/ and the economic development community
and government at all levels, including Federal, State, and local
government, in attempting to address this issue. We believe it is a
timely issue and one that is very popular in terms of discussion.
It’s important that the Federal Government strike while the iron is
hot and attempt to take advantage of these sentiments so that
these programs can be created and used effectively.

Thank you.

[The prepared statement of Mr. Hedges appears at the conclusion
of the hearing.]

Mr. JoNEs of Tennessee. Thank you very much, Mr. Hedges.

That does complete the panel. I think, simply stated, that each of
you has complimented what this subcommittee has done so far. I
think each of you has also indicated your willingness to do all that
you can to assist us in completing a rural development program
that will be acceptable to rural America and do something out
there that needs to be done very badly.

In order to finish this hearing on time, and time is of essence
today as it is most days here, I'm going to forego asking any of you
any questions but reserve the right to contact any of you by letter
or telephone for any additional assistance that we migﬁt need here.

Mr. Coleman.

Mr. CoLEMAN. Thank you, Mr. Chairman.

I do have some questions. I want to take advarntage of these
people being here, but I will try to make them as brief as possible.

Bill, your operation is under 1440. We have a 1-year, $500,000 ap-
propriation. What happens the next year?

Mr. HerrerNAN. We're hoping for moie appropriations so we can
continue this, Mr. Coleman. There are parts that ars moving into
place, but still this is sort of the key to many other programs in
fact we are already building on. It is really quite vital that we con-
tinue this part of it.

Mr. CoLEMAN. You haven’t found an alternative source?

Mr. HerFERNAN. We have not found an alternative source.

Mr. CoLeMAN. Ms. Anderson, as you know, and 1 certainly would
give credit to Nebraska that the agricultural action centers in H.R.
2026 are patterned after your experience and you have been very
helpful. Although your experience started out with a department of
labor grant, as I understand it, of $1 million, and we have kind of
worked through the Extension Service on our approach in what
we're working on, and what I'm t:ying to have and would like to
have is the action centers that we would authorize here would be a
combination of Bill Heffernan’s operation, which is emphasizing
the emotional, the social, that side of the thing, and yours such as
job training, maybe a little bit more accent there to ring about a
product which takes the best features of both.
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I just want to point cut to the subcommittee and for the record
this very important appendix that you have attached to your pre-
pared statement which shows that this is cost effective. What we
are doing here is saving money and actually producing more reve-
nue. When you take the 743 people who have enrolled in your serv
ices, when you assume that they are being paid—you know how
much they’re being paid, $5.59 almost—they pay back in 1 year all
of the money practically that you receive through that grant of the
Federal Government. They pay that back in taxes 4and also to the
State, and have in turn put out $9,000 in that community which
the economists say turns over seven times.

When people ask us how much our programs cost, I think this is
the type of thing that we can say it is actually going to be a pro-
ducer of revenue and not a drain necessarily on revenue.

I didn’t comment on the last panel, but I think making the Fed-
eral Government more efficient, perhaps consolidating some pro-
grams and bringing them under the umbrella agency of the Rural
Development Administration will also save money. It’s got to, con-
sidering that we’ve got bureaucracies all through the agencies here
that don’t know what they’re doing and the left hand doesn’t know
what the right hand is doing.

I don't know what your experience was, but when we started
trying to figure out what was going on, we had an awfully hard
time.

Ms. ANDERSON. I think our experience was somewhat simiiar.
For the farmer when we got all the groups together that could
have some impact upon the crisis they were currentl: going
through, they were almost boggled at where to go. Those one-stop
shops are critical to having those individuals access Federal pro-
grams.

I would like to say one thing on your comment about the return
on investment. That is a good piece of information, and I might add
that if you look at the drain on unemployment in rural communi-
ties, that will show you what is happening with the financial
impact when these individuals are unemployed in their communi-
ties.

I would want you to know these individuals are certainly very
marketable to businesses in our State if we are able to provide tr.e
job training programs to assist them in making that transition.
There are, and there will be, jobs for those individuals.

Mr. CoLEmMaN. Well, the argument that I make is that the rural
community is full of people who have a v.ry strong work ethic.
They just want to have a job to be able to work. They will put
those talents that they have been able to do so well in agriculture
to create unparalleled success and production surpluses that are
continuing to plague us on the supply side—be able to apply those
types of capabilities to a different job with a strong dedication for a
fair day’s wage. I think that is something that corporate America
has passed up. We’re going to hear from the chamber of commerce
soon and we’ll get into that.

You are utilizing the State education system as your action cen-
ters; are you not?

Ms. ANDERSON. Yes.
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Mr. Cor.EMAN. Have you had any experience or have you consid-
ered nonuniversity sites? You said that people were willing to go in
there; that they don’t feel so funny about going in and seeking as-
sistance there.

Ms. ANpERsON. We did poll farmers and in our State they felt
that the community college was the nonthreatening environment
that they would fecl comfortable going to. I would want you to
know that I certainly would have no aversion to working with the
Extension Service. In fact, we do have a cooperative relationship.

In our State, though, we did find that farmers felt that the Ex-
tension Ser sice was there for successful farmers and it was difficult
for them to go back to them for advice as to how to get out of farm-
ing. That does not mean, though, in our State that the Extension
Service did not help us in providing those services in the ag action
centers. I think that a cooperative relationship can 1e worked out.

Mr. CoLemaNn. Mr. Hedges, finally, does Illinois have a rural de-
velopment plan?

Mr. HepGes. Yes. I believe we provided copies to your staff and a
letter from the Lieutenant Governor which not only summarizes
the comments received in these 22 public hearings, but also makes
several recommendations on how to develop the rural economy.
Also, we have several pieces of legislation pending in Springfield at
this present time whicE we believe will be enacted by July 1.

Mr. CoLEMAN. Finally, T wasn't clear on the grant that you re-
ceived from USDA recently of $4.7 million. Could you again—I
didn’t find it in your testimony; maybe it’s in there.

Mr. HepGEs. Yes, I believe there as an attachment provided that
will go into detail on that program. If not, we'll certainly make it
available to you.

Illinois received just a few weeks ago a commitment from the
USDA FmHA rural development program which is referred to—
the funding comes through a not-for-profit, national finance corpo-
ration which has been established with the name Minnesota on it.
Four States are participating and will be receiving funding during
the coming fiscal year.

Mr. CoLemAN. Is that a loan?

Mr. HepGes. Of the $4.7 million to Illinois, $1.7 million will be
direct loans and grants for feasibility and marketing studies; the
other §3 million will be in loan guaran‘ees.

Mr. CoLemaN. Thank you.

Mr. HepGges. As I have said, we have complemented that with an
additional $2 million of State funding.

Mr. CoLemaN. Thank you. I thank all of you for coming and your
very fine testimony.

Mr. Jones of Tennessee. Thank you very much, Mr. Coleman, for
your questions.

Thank you, panel, very much for being here.

Mr. Nagle, do you have any questions?

Mr. NAGLE. No, Mr. Chairman, I don't.

Mr. JoNEs of Tennessee. We can call them back.

Do you, Mr. Jontz?

Mr. JoNTz. No, Mr. Chairman.

Mr. JoNEs of Tennessee. Do you, Mr. Penny?

Mr. PENNY. No, Mr. Chairman.
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Mr. JoNEs of Tennessee. We'll reserve the same right that I did
to ask them questions if necessary.

We have a vote on the floor. I think this would be a good time to
recess the subcommittee and come back for the final panel.

{Recess taken.]

Mr. JonEs of Tennessee. The subcommittee will resume its sit-
ting.

We have three witnesses on this panel today: Mr. Jim Hall, the
assistant to the Governor of Tennessee, Governor Ned McCorter,
from Nashville, Tennessee; Ms. Aliceann Wohlbruck, executive di-
rector of the National Association of Development Organizations
here in Washington; and Mr. Stuart B. Hardy, manager of Food
and Agriculture Policy, Resources Policy Department, U.S. Cham-
ber of Commerce, in Washington.

We are delighted for all of you to be here. Jim, my special friend
from the State of Tennessee, assistant to Governor McCorter, we're
delighted that you could come and be with us.

You may proceed.

STATEMENT OF JAMES HALL, ASSISTANT TO THE GOVERNOR,
STATE OF TENNESSEE

Mr. HaLL. Mr. Chairman, it’s a pleasure to be here and appear
before the -'=ar. of our congressional delegation and the good friend
of the Governor and a good friend of the State to testify on an ex-
tremely important subject to all Tennesseans which is the develop-
ment in our State of essentially two Tennessees.

I have brought with me today and want to bring to your atten-
tion a recent report by the Tennessee Advisory Commission on
Intergovernmental Relations. It was submitted to the legislature in
April of 1987. It is on economic growth and change in Tennessee. 1
want to highlight a few points out of that report for the subcom-
mittee.

The findings in that report basically have highlighted that the
poor counties in our State are mostly rural; that the metro areas in
Tennessee have higher incomes, higher levels of educational attain-
ment, higher growth rates in the population and sales tax collec-
tions and per capita incomes; that there is lower unemploynient;
and that metro areas rank higher overall in both the growth index
and economic health index in our State.

Of importance and significance we feel is the fact that the non-
metro areas have 34 percent of their workforce employed in manu-
facturing compared to 20 percent in the metropolitan areas. There-
fore, the recent losses in manufacturing jobs have had a greater
impact on our nonmetropolitan or rural, poorer areas in the State
of Tennessee.

The problems of Tennessee are really increased by the disparity
between the urban and rural areas of the State. The major cities
are close io or above the national average in per capita income.
The latest statistics produced by the U.S. Bureau of Economic
Analysis show that only two counties had a per capita income
above the national average. Both of these counties are in the Nash-
ville metropolitan area. When the State’s metropolitan areas are
taken as a whole, they had a per capita income 78 percent of the
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national average. This is in sharp contrast to the 64 percent for
nonmetropolitan areas. Additionally, 7 rural counties had a per
capita income less than half of the national average while another
34 counties had per capita income between half and iv.c-thirds of
the national average.

One indication of the dilemma faced by these low-income coun-
ties is revealed by a comparison of the relative income level with
educational attainment. A recent study has shown that 15 of the
lowest income counties in Tennessee also have the lowest educa-
tional attainment. In addition to the relationship between educa-
tion and income, there is also a strong relationship between educa-
tion and unemp’.yment. The higher the unemployment rate, the
lower the education level.

Other signs of the disparity between the urhan and rural areas
of the State are the level of unemployment and employment
growth patterns. The nonmetropolitan area unemployment rates
have been consistently higher than the metropolitan rates since
1973. In 1985 the metropolitan areas had an average unemploy-
ment rate of 6.3 percent while the nonmetropolitan areas’ unem-
ployment rate was 11.4 percent. The slowing down of employment
growth incurred before the 1980 recession and may be related to
the exportation of manufacturing jobs and the chronic problems of
American agriculture. The post-war growth of manufacturing, par-
ticularly nondurable manufacturing, in rural Tennessee probably
sustained small family farming by providing alternative and sup-
plementary employment for farm families. The simultaneous de-
cline of manufacturing and farming has contributed significantly
to higher levels of unemployment in many rural areas. Moreover,
persons whose job skills are limited to farming and traditional
manufacturing will experience limited re-employment opportuni-
ties except in low-rate service jobs.

Current growth patterns are increasing the disparity between
urban and rural areas. Employment in urban areas increased 5.7

rcent from 1980 to 1985 and only 2.8 percent in the rural areas.

uring this time period most of the counties in Tennessee that ex-
perienced rapid employment growth were in middle and east Ten-
nessee. The iargest concentration of low employment growth coun-
ties were west of the Nashville metropolitan area. Most of the
counties that experienced employment losses also experienced
losses in manufacturing employment. The concentration of job
losses in manufacturing that occurred in the rural counties of
upper west Tennessee were primarily in nondurable goods indus-
tries, those hit by foreign competition.

In manufacturing, jobs reached an all-time high in 1979, then de-
clined drastically and have not returned to the 1979 level. Al-
though there was a short-term upward trend in 1983, jobs de-
creased again in 1984. As a result of recent slow empioyment
growth trends, 52 Tennessee counties, 47 of those in nonmetro or
rural areas, h~d greater than 10 percent unemployment in 1985,
compared to ¢ national average of 7.2 percent and a State average
of 8 percent.

Because of the lack c¢f employment opportunities in rural areas,
many people are forced to move to urtan areas or commute long
distances from work. Without sufficient employment opportunities
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in our State’s rural areas, many of the communities in these areas
would not be able to survive. To correct these long-term problems a
new approach to economic development is needed in Tennessee, es-
pecially in rural areas where unemployment has remained high
and income low.

Little thought has been given to what type of infrastructure
would best suit a small community. Even less consideration has
been given to what type of industry should be recruited or business
development assistance provided. Expensive investments have been
made for water and sewer lines, rail spurs, access roads. and indus-
trial buildings and property, only to recruit companies that
produce nondurable manufactured goods. The result has been in
textile industries dominating Tennessee’s rural economy.

Now, widespread plant closings have left many communities with
few jobs, low skill levels among workers, and little hope. To solve
these problems, a cooperative effort between the State and Federal
governments will be needed.

In Tennessee we are developing programs that we teel will aid in
the ecoromic development of the State. First, we have initiated a
venture capital program to assist in the start-up of new industries.
Second, we have implemented a better schools program to improve
teacher pay and increase the quality of elementary and secondary
education. Third, we have started a massive road improvement and
construction program that will improve access to rural areas of the
State. Fourth, we will be implementing a housing program to make
it possible for low-income families to have access to deceni housing.
Fifth, we will be implementing an indigent care program to insure
that low-income persons will not be denied access to the health
care system. Sixth, and most importantly, Congressman, we will be
preparing a 95-county job economic development program to coordi-
nate all of the State’s development programs and to serve as a
guide for the formulation of economic policies.

One of the most important parts of our economic development
initiative will be a series of cabinet meetings that our Governor
will be holding across the State starting on June 11 and 12 of this
year. The purpose of these meetings will be to learn what Tennes-
seans are concerned about and focus our State problems to address
these concerns.

Let me just state that in Tennessee we think we need to be ag-
gressive about the problem of what is happening in our State in
the development of two Tennessees. We are proud of the basic
values and qualities of life that have their origin and strength in
the rural character of our State. We cannot let the rural areas of
our State continue to suffer. We must be prepared for the economic
growth that will keep the rural areas of our State alive.

From the Federal level, we would like to see support for rural
development in the form of programs to assist the small businesses
One area where assistance is needed is in the financing of new
business operating expenditures. A program that would provide
support during this crucial start-up period would insure that more
small businesses survive and continue to provide much-needed em-
ployment in rural areas.

Let me just note at this point we certainly concur in the pro-
grams that are being reviewed by this committee and the focus
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that is being placed by this committee on what we think is prob-
ably t'2 most important problem to the citizens of our State as we
approach the yeu.r 2000.
To summarize, the primary probiem we face in Tennersee is one
of uneven economic growth across the State of Tennessee. The
challenge we face is to manage growth in areas that are doing well
and stimulate growth in the rural areas that are not doing well.
Thank you very much.
[The prepared statement of Mr. Hall appears at the conclusion of
the hearing,]
Mr. Jongs of Tennessee. Thank you, Jim, for taking the time to
cone here and appear and to give a very good and clear scene on
what the situation is in our State. We appreciate this very much.
Without a doubt, you will be willing to work with this committee |
on anything that we may bring forward.
Mr. HaLL. Yes, sir. ‘
Mr. JONES of Tennessee. We appreciate that.
The next v. ness is Ms. Aliceann Wohlbruck, the executive direc-
tor of the National Association of Development Organizations in
Washington. |
Ms. Wohlbruck, welcome. You may proceed. '

STATEMENT OF ALICEANN WOHLBRUCK, EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF DEVELOPMENT ORGANIZATIONS

Ms. WonLBRuUCK. Thank you, Mr. Chairman.

I will just summarize my statement, sir, and ask that it all be
included in the record.

Mr. Jongs of Tennessee. Without objection, it will all be made a
part of the record,

Ms. WoHLBRUCK. Thank you.

I would like to thank you, Mr. Chairman and Mr. Coleman, for
inviting NADO to be represented at these hearings today. Our
members are grateful for your leadership in gaining better under-
standing of the needs and problems faced by rural communities.
We appreciate the opportunity of commenting on the problems
facing rural communities and the rural development legislation
pending before the subcommittee.

NADC was founded in 1967 by a group of economic development
districts to encourage the creation and retention of jobs in rural
and small metropolitan areas. Today our members are multicounty
zlanning and development organizations and other State and local
and private agencies which help local governments and the private
sector work tegether on business, community, economic, and rural
development programs.

Among our members are the Southwest Tennessee Development
District in Mr. Jones’ district and the Green Hills Regional Plan-
ning Commission in Mr. Coleman’s district.

For thousands of small communities, development district staffs
provide the only professional assistance to governments, businesses,
and citizens in the field of economic development. By workirg coop-
eratively through development districts, local governments and the
private sector can maintain and create jobs with a minimum of
control from Washington and maximum local participation.
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For small metropolitan and rural communities, t~e Farmers
Home Administration nonfarm programs, the Economic Develop-
ment Administration, the Appalachian Regional Commission, and
the Small Business Administration are the Federal development
programs which have been of the greatest assistance.

As you can see from the chart at the end of our prepared state-
ment, Federal grant and loan programs of greatest importance for
rural development have been cut by 61 percent from 1980 to 1987.
The Reagan administration’s fiscal 1988 budget would bring the re-
duction since 1980 to 67.5 percent. Nearly one-third of that reduc-
tion from 1980 to 1987 was termination of general revenue sharing,
but the rest of the cut was spread among many small programs.
The fact is that the administration and the Congress have eliminat-
ed some rural programs and severely curtailed others, including
EDA, ARC, and Farmers Home. The 1988 column on that chart
shows what has been requested by President Reagan for the
coming fiscal year.

We agree with you and Mr. Coleman ’hat the Department of Ag-
riculture must become involved in nonfarm development programs.
However, w= are fearful of putting all our rural development eggs
in one basket. Just as urban areas receive development assistance
through various Federal departments, we believe that rural com-
munities must be eligible for various types of Federal assistance.
Rural communities must continue to be eligible for transportation
assistance from DOT, for small business aid from SBA, and for eco-
nomic development funds from the Department of Commerce.

In the past several years we have seen this subcommittee and
the appropriations subcommittee add funding for nonfarm Farmers
Home programs and then watched USDA reprogram the funds to
agriculture. We also agree with Mr. Gunderson about the problem
of current Federal formulas that are not applicable to rural areas.

NADO was one of the groups that suppor‘ed your efforts, Mr.
dJones, in enactment of the Rural Development Policy Act of 1980.
We had high hopes for the Cffice of Rural Development Policy and
the appointment of an Under Secretary for Rural Development,
and that this would lead USDA to be a real leader in the field. Un-
fortunately, we have seen the Office of Rural Development Policy
abolished and the Under Secretary’s position filled only on an
acting basis for almost a year.

Simp" moving boxes around on an organization chart will not
help rural communities who face declining revenues and popula-
tion lusses. Congress can iead tbe USDA horse to the rural develop-
ment water, but they cannot make it drink. We support the re-
quirement that GAO anaiyze existing rural programs in the hope
that this will lead to congressional action requiring the administra-
tion to implement and fund currently-authorized programs.

As you can see from our budget anu.,sis, the Reagan administra-
tion has called for the elimination of virtually every existing pro-
gram for rural development. We are pleased to hear that the ad-
ministration is now in favor of rural development, but we wou'd be
even more pleased if 1\hey were in favor of funding the progre=.

While volunteers in the private sector participation are essentia!
to the success of rural developmen.,, NADO believes that Federal
money will be needed to help bring back or retain economic stabili-
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ty in rural communities. Our members will do their best to support
the authorizing legislation that you two have proposed, but we are
most concerned whether the budget and appropriation committees
will see fit to include actual dollars for implementation.

The Reagan administration has told Congress that money is
needed for defense and for foreign aid, but rural citizens are being
told to pick themselves up by their bootstraps and use volunteers.

The three highest priorities for funding for rural development
purposes from our members’ perspective are grants to rural organi-
zations for establishing revolving loan funds to provide capital to
create private sector jobs, grants and loans for nceded infrastruc-
ture in rural counties and communities, and grants to locally-based
organizations te provide management assistance to local govern-
ments and small businesses in rural areas.

In conclusion, I would again pledge NADO’s cooperation to help
you refine the legislation and to gain support of your colleagues in
the House and the Senate. We're delighted that your bills recognize
the need to revitalize rura: America through nonfarm development
programs. We look forward to working not only for authorization,
but also for appropriations and implementa‘ion in the next fiscal
year.

[The prepared statement of Ms. Wohlbruck appears at the con-
clusion of the hearing.]

Mr. JonEs of Tennessee. Thank you very much, Ms. Wohlbruck,
for a very fine statement. We will be communicating with you in
this regard.

Our next and final witness is Mr. Stuart Hardy, the manager of
food and agriculture policy, Resources Policy Department, U.S.
Chambe:- of Commerce, here in Washington.

Mr. Hardy, we are pleased that you are here. You may proceed.

STATEMENT OF STUART B. HARDY, MANAGER, FOOD AND AGRI-
CULTURE POLICY, RESOURCES POLICY DEPARTMENT, US.
CHAMBER OF COMMERCE

Mr. Harpy. Thank you, Mr. Chairman.

I am going to keep my comments extremely brief because I think
the other witnesses have brought out many of the points that we
have made in our prepared testimcny. I would simply like to un-
derscore a couple of the points made here =arlier this morning.

I am very pleased to be here and testify on behalf of the hun-
drede of local chambers of coinmerce in rural areas and to state
their support for the approach outlined in H.R. 2026 and H.R. 1800.

Rural Main Street business people are an important part of the
decisionmal-ing process in rural communities, and very often the
political and volunteer leadership of communities is taken from
local business and professional people. Rural chambers tend to be
highly realistic and even fatalistic about the changes taking place
in their communities. They are very well aware that many of the
driving economic force:z have global causes and implications; that
their local economies are linked to an international economy in ag-
riculture, energy, mining, and other sectors: an2 that even the Fed-
eral Government and Congress have little control over these driv-
Ing economic forces.
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I scal chambers understand that fundamental restructuring of
rural economies is now occurring and will continue to occur what-
ever policies the Federal Government riay adopt. The key, and I
think the key that has been stressed here this morning, is to give
rural leaders, whether they be elected or appointed, whether they
be on salaries or volunteer, to give those leaders the capacity and
opportunity to respond to change, to expand their knowledge base
and technical skills so that they can better assess their options and
make better plans for the future.

The policies and programs contained in both H.R. 1800 and H.R.
2026 have the necessary characteristics to give rural leaders the
support they need to cope with structural change and economic dis-
locations. Specifically, these bills are based on the concept of part-
nership, that is, working with local leaders and using Federal re-
sources to leverage additional resources in the private sector. These
bills recognize the great diversity in rural America and provide the
flexibility and adoptability to be effective in addressing the huge
variety of conditions in rural America.

We also aporeciate and support the higher profile that H.R. 2026
would give to rural revitalization in the Agriculture Department.
We think that is long overdue.

Finally, we urge the subcommittee to support legislatior to
create a secondary market for farmland mortgages. Of course, this
legislation is under consideration elsewhere by the subcommittee,
but we would hope that that would be part of any broad package
for rural revitalization.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Hardy appears at the conclusion
of the hearing.]

Mr. Jones of Tennessee. Thank you very much, Mr. Hardy, for a
fine statement. Without a doubt, we will be calling upon you for
some consultation and advice as we move on.

I am going to take the same privilege that I did with the other
panel and not ask questions of this panel, but reserve the right to
communicate with you for any questions that we might have later.

Mr. Coleman.

Mr. CoLemAN. I will follow suit, Mr. Chairman.

I want to thank all of you who have supportive testimony for our
bills. We appreciate that and we appreciate your coming to Wash-
ington to present those. Thank you very much.

Mr. JonEs of Tennessee. Thank you, Mr. Coleman.

Dave Nagle.

Mr. NagLe. Mr. Chairman. the last panel when I got ready to
ask questions got up and left.

Mr. Chairman ard Mr. Coleman, I'd like to congratulate you on
your work this nworning.

Diane and I moved here in January. Quite frank y, we felt about
the first week nothing but awe, but also some anger in that people
were going into stores and buying things, construction was going
on, people were going to work. We transformed that back to
Toledo, Iowa and New Hampton where people aren’t going to work,
stores are closing. I have maintained for a long time that the Main
Street merchants. the business people, are the forgotten soldiers of
this war that we're going through in rural America.
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I think, Mr. Chairman, that I would be remiss if I didn’t con-
gratulate you and Mr. Coleman on your efforts. I pledge my full
support to you. I think you've done yeoman'’s service here.

To the panel, I can only say one thing, and that is that I am dis-
appointes that Under Secretary Myers did not stay to hear the real
testimony of what’s going on in rural America because the picture
you paint and the picture he painted, I don’t think they’re on the
same planet, let alone in the same country.

I just want to congratulate you for your insight and I want to
congratulate the chairman and Mr. Coleman for their efforts in
this area. I hope that we can move ahead and I hope we can use
your expertige and pursue this very, very importaut topic.

Thank you.

Mr. JoNEs of Tennessee. Thank you very much, Mr. Nagle.

We appreciate the close relationship that we have here in the
subcommittee. What Mr. Coleman and I have done is for the entire
subcommittee after consultation and considerations that have been
laid out before us.

We do hope to have legislation in shape before we finish this
year in the 100th Congress. We're not sure that that can be done
because there are other priorities, but these statements that we
have had, the testimony that has been received will be perused and
given very serious consideration before we go to the full committee
with any form of a proposal.

We do thank you again for being here. W2 will be calling on you
later for any advice that you might give us.

The subcommittee will stand in recess until Thursday mornirg
at 9:30 a.m., at which time we will have a hearing on farm credit.

[Whereupon, at 12:43 p.m., the subcommittee recessed to recon-
vene the following Thursday, May 21, 1987, at 9:30 a.™.]

[Material submitted for inclusion in the record follows:]
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STATEMENT OF HON. E. THOMAS COLEMAN

THE RURAL DEVELOPMENT INITIATIVE:

A STRATEGY TO REBUILD RURAL AMERICA

Mr. Chairman, I am pleased to testify today before this
subcommittee on the critical issues of rural development that I
believe are addressed 'y H.R. 2026.

Two years ago, the Agriculture Committee devoted hundreds of
hours devising a national farm policy to lift American
agriculture out of 1ts worst depression 1in half a century. While
sume of those policies may be working and others clearly not, the
fact remains, 1t 1s an agricultural policy. This traditional
policy of price supports and set-asides might have legitimately
served as a rural policy in the 1930's; 1n the 1980's 1t does
not.

In the 1930's, a quarter of the U.S. population lived on
farms, and more than half of the rural popvlation lived on farms.
Today, only 3 percent of the U.S. population live on farms; but
nearly 50 million people, or one-fourth of the U.S. population,
live 1n rural communities. Traditional farm policies of the past
are too narrow to address the complex :conomic and social
problems facing rural communities today. They have failed to
have any significant impact on the quality of life for the people
who live 1n rural America.

The fact 1s. todav's aaricnltnral nrohlems don'

t stop at the

farm gate. It 1s a rural community crisis that has penetrated

every sector of the rural economy and lifestyle, from 1ts schools
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to 1is health care services to the barbershop on Main Street. ™o
address these problems, Congress must throw off 1ts blinders and
look beyond the farm to the farm family -- to the people who
actually live on these farms and in these communities. They're
going through terrible stress and trauma and need compassionate
humanitarian assistance they Just can't get from traditional farm
program.

If these families and communities are to survive into the
1990's, we must develop a national rural development policy that
is designed to meet the specific needs of rural America; it must
provide assistance to help rural Americans during this period of
economi¢ and social transition and stimulate a diversified rural
economy .

The American people are well aware of urban poverty in this
country. But I d.n't believe they fully comprehend the poverty
in rural America. D-iving through most small towns and rural
communities 1in this country 1s reminiscent of the dust bowl of
the thirties. Streets ave empty, c£hops are bordered up and shut
down, bankruptcy and foreclosure notices fill the Towa Hall
bulletin boards and a dark cloud of gloom hangs 1in the air. The
fact 1s that where the rural population of America contains only
24 percent of the nation's population, according to a 1985 Census
Bureau report it holds 38 percent of the nation's poverty, 67
percent of the nation's substandard housing and has a 9.2 percent
unemployment rate compared to the 7.2 perceat unemployment rate

of urban areas.
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There has long been a gap between urban and rural 1income,
but until recently that gap had been narrowing. Real per capita
income 1n farm dependent counties has declined on an average
annual basis since 1973. Specifically, the real per capita
income in fa:m counties fell from 91 percent of the metropolitan
level in 1973 to 76 percent in 1984.

Local governments, too, are losing revenue and are
increasingly unable to fund basic community services. A 1986
report by the Senate Subcommittee on Intergovernmental Relations
concluded that many local rural governments face the prospect of
a shrinking revenue base for this de~ade and beyond. R:ising t x
delindquency rates 1n rural areas, dramatic declines in
agricultural land values, and significant declines 1in nonfarm
1ncomes and properly values all support that conclusion.

While unemployment figures clearly point to an imbalance
between urban and rural stability, underemployment statistics --
those which take i1nto account part-time inemployment and
substandard salaries -- provide a more ccmplete picture of rural
poverty and discontent. Because of their relative 1solation,
rural workers are less likely to find new employment
opportunities 1in their communities. Consequently, periods of
unemployment are longer in rural areas and the lack of new
options have forced nearly one fourth of rural workers to work 1a
jobs below their skill levels. In 1982, economic underemp’loyment
was 30 percent higher 1n rnonmetro areas.

Rural businesses and banks are fa.ling at record levels. In
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1986, 138 FDIC-insured banxs failed in the U.S. Fifty-nine, or
43 percent, of these were agricultural banks. The outlook for
1987, will be worse, according to the FDIC, which predicts there
will be more bank failures nationwide this year.

In a recent survey by the Federal Reserve Bank of Kansas
City, bankers reported that rural nonfarm businesses remained
under far more f1nanc1;1 stress than normal.

Bankers reported that more than one out of four rural
nonfarm businesses 1n their trade areas were having severe
financial problems. Bankers also reported that 5 percent of
rural nonfarm businesses closei during the past year, a rate also
consiaered four times normal. Farm equipment dealerships remain
among the most stressed businesses; bankers reported that nearly
12 percent of the farm equipment dealers went out of business
during the past year.

Without much hope and without work people are choosing not
to iive 1n rural communities. Between 1983 and 1985, the
population nf nearly half the nation's rural counties declined.
Unlike displaced rural workers oefore them, who found well-paying
semi-skilled jobs 1in urban industries, today's rural residents
may find very iow-paying service jobs after being turned away at
higher paying jobs which require specific technical skills.
D.splaced farmers are joining this group in record numbers. It
1s estimated that 2,100 farmers leave farming each week. One
hundred and two farmers quit each week 1n Missouri.

To address the complex problems of rural America and restore
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vitality to this important sector of the economy, Congress must
develop and follow a national rural pol.cy. The Rural
Development Initiative (RDI) I have drafted 1s a blueprint for
that policy. It aldresses the human side of the rural crisis,
and offers a realistic strategy to strengthen and rebu:ld rural
economies.

RDI establishes counseling, informatioral and job train-ng
services to meet the immediate needs of hard-pressed farm
families and displace? workers. It also places rural priority on
government contracts, procurement and the locaticn of new federal
facilities, to spur new jobs and economic expansion 1n rura:
communities.

H.R. 2926, the Rural Development Act of 1987, is one of the
four legislative proposals that comprite RDI. The main
provisions of the bill would-

* Create a Rural Development Administration (RDA) within
the U.S. Department of Agriculture to manage rural development
and assistance programs. This should ensure better coordinated
and more efficient management of those programs which are
currently scattered throughout some 20 agencies of the federal
government. This bill would also rename USDA the *Department of
Agriculture and Rural Development " to accurately reflect 1ts new
comprehensive mission.

* Mandate a study by the General Accounting Office of rural
programs outside the current jurisdi-tion of USDA and require GAO

to advise Congress on the efficacy of transferring those
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activities to the Rural Development Administration.

* Establish Pural Investment and Incentive Block grants to
provide the seed capital for rural economic development and to
en-nurage private sector investment and business enterprises.

* Estabiish Rural Infrastructure Block Grants to provide
fund:ing for rural infrastructure needs, such as road and bridge
construction, utility extensions, and the develop-ent of
necessary waste disposal and water supply facilities. A sound
infrastructure 1s necessary not only to meet existing demands but
also to attract new business and economic development for the
future.

* Establish Rural Technology and Training Centers which
through the cooperation of non-profit instituticns will develop
new products, processes and marketing techniques tailored for use
in rural areas.

* (Create Agriculture Action Centers to provide one-stop
counseling, informational and job training services for troubled
farm families and displaced rural workers. This builds on
Section 1440 of the 1985 farm k1ll, a provision I drafted to
provid® immediate job train-ng, educational couns-ling and mental
health services for rural and farm families. The program 1s
operating successfully in Missouri, Nebraska and lowa through a
$1.5 m1llion grant secured for the program last year. The crisis
1n rural Amer.ca did not happen overnight and 1t will not be
resolved overnight. That's why 1t 1s so important to make these

emergency services avallable to troubled families and displaced
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workers today.

* Establish a national clearinghouse for emergency
assistance, counseling and other services avallable to rural
families through goverament, charitable and voluiteer
organizations.

* Establish a Special Assistant to the President to assist,
advise, and make recommendations 1in order to improve ard enhance
rural development prograus.

* Refocus attention on current law requirements regarding
the location of federal facilities 1in rural areas. T1is
provision provides the framework for two other bills I have
introduced which require that rural suppliers be given priority
consideration for government contracts and procurement programs
as well as the location of new federal facilities. If Citibank
of New York can move 1ts entire credit card operation to South
Dakota, surely the federal government can place new computer,
communicat:ons or administrative operations in rural communities.

To encourage youngsters to remain 1n rural coumunities and
prepare for leadership positions 1in a changing agricultural
economy, I have @2lso introduced a bill to expand advanced
educationral opportunities for rural youth. This measure, which
includes the creation of an educational enrichment and rural
scholarship program has been referred to the House Education and
Labor Committee. It 1s, however, an essential component of an
overall strategy to secure a stable future for rural Awerica.

The Rural Development Initiative has receivad wide bi-
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partisan support from 53 House members including you, Mr.
Chairman. It 1s a forward looking plan that addresses today's
problems and provides the basis for a strong rural economy 1in the

future.

(Attachment follows:)
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Opinion

The Rangas City Times

Tuesday, May 19, 1987

No 217

A Promising Start

A plan to help promote rural development
15 scicduled for ats first hearing on Cavitol
[l thus morning But the effort, spearheaded
by Missount Rep. Tom Coleman, already hae
made progress.

Earlier this month, Coleman announcea «
$100,000 federal grant would be avaslable o
help high schoo! students in northwest Mis-
soun get cxtra help in prepaning for carcers
off the farm It 15 a mlot project for what
Coleman hopes will be an sdea that spreads
around the nauon.

Esscntially, the prograni s aimed at belping
rural students by providing job counseling,
workshops and practice 1n taking collcge
entrance eaams Volunteerss from Jocal com-
munities arc encouraged to provide jobs tor
the youngsters. Finall,, supporters hope t6
eapose students in rural scheol distnicts to
computers and their benefits.

Coleman’s staff reports that the response of
adnunistration officials to the rural develop-
ment ymtiative has been encouraging? the last
two months. Chief of Statf Howard Baker has
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roponded favorably 1 several nicetings witk
Coleman, co-sponsois 1 the House have
coint frota urban and rural areas '

The imtiative has several sohid points 1n jts
favor This 1s not gong to Le a mutbillion-
dollar handout to get farmers back on their
fect, 01 banks back in busm?s. Rather, the
bill 15 anacd at slowly rebuilding strength in
1ural arews, staiting with the youth,

If they can be convinced they have u shot at
4 goud future 1n small towns, 1hey will be
tmore hkely to stay. And if that happeas,
businesses will thrive and homes will be
better ke,

For now, Coleman 1s trying to get parts of
Lt progrant impl- mented on a picce-by-piece
basis. Grabbing the me ey for the pilot
pigject on cducation was one example.

S0 far1t’s been a strong start for a plan that
could take yeart to put in place. That's pot
surpr:sing The problems of rural America
sccumulated over several decades 1 will take
somic time 10 try to heal those wounds.




¥§ST¥§gﬁ¥ BEFORE TF™ SUBCOMMITTEE ON CUNSERVATION, CREDIT AND RURAL DEVL.
MAY 19, 1987

IT'S A PLEASURE FOR ME TO BE HERE TODAY AND TESTIFY IN SUPPORT OF THE
"RURAL DEVELOPMENT REORGANIZATION ACT OF 1987."

ACTION ON 1HIS LEGISLATION IS CRITICAL BECAUSE THc NEED TO DIVERSIFY
THE RURAL ECONOMY IS CRITICAL. THE FARM CRISIS HAS TAKEN A HEAVY TOLL ON
MAIN STREET, SHUTTING uOWN MANY BUSINESSES THAT DEPENDED SOLELY ON THE AG
ECONOMY. IN THE PART OF MINNESOTA I R%P'L3ELT, WE HAVE LOST TWO MAJOR
EMPLOYERS--FACTORIES EMPLOYING OV.R 750 PEOPLE--IN THE LAST SIX MONTHS, AND
SCOI'’ES OF SMALLER BUSINESSES IN THE PAST TWO YEARS.

THE ANSWER TO THE ECONOMIC PROBLEMS OF OUR TOWNS DOES NOT LIE SOLELY
IN A RECOVERY OF THE AG ECONOMY. AS AGRICULTURE HAS BECOME BIGGER AND LESS
PROFITABLE, MANY OF OUR SMALL TOWNS CAN NO LONGER SURVIVE ON AGRICUITURE
ALONE. IT'S A LITTLF LIKE TRYING TO STAND ON A ONE-LEGGED STOOL. TO OFFER
STABILITY TO THE SMAIL TOWN ECONOMY, WE NEED TO ADD MOKE LEGS TO THAT
ST*OL. WE NEED TO OPEN UF NF / MARKETS ANL PROVIDE NEW OPPORTUNITIES FOR
RURAL ARLAS.
) OVER A YEAR AGO, A GROUP OF US IN THE HOUSE FGRMEL JE RURA"
DEVELOPMENT TASK FORCE TO WORK ON AN AGENDA FOR RURAL DEVELOPMENT.
CONGRESSMAN COLEMAN'S BILL--WHICH OFFr.. A BLUEPRINT FOR RURAL
DEVELOPMENT- " AT THE CENTER OF THAT AGENDA A NUMRER OF US ON THE TASK
FORCE JOINED HIM AS ORI1GINAL COSPONSORS WHEN HE INTRUDUCED IT IN APRIL.
ALTHOUGH 1 AM NOT HERE TODAY AS AN OFFICIAL REPREStNTATIVE OF OUR TASK
FORCE, I CAN TELL YOU THAT MEMBERS OF THE TASK FORCE ARE RFHIND THIS
LEGISLATION AND WILL BE PUSHING FOR ATTION ON T

I WANT TO HIGHLIGHT SEVERAL PARTS OF CONGRESSMAN COLEMAN'S BILL THAT I
THINK ARE ESPECIALLY IMPORTANT

THE CREATION Ot A RURAL DFVELOPMENT ADMINISTRATION WILL CREATE A FOCUS
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WITHIN THE FEDERAL GOVERNMENT FOR RURAL DIVE!OPMENT  RIGHT NOW RURAL
DEVLL.OPMENT PROGRAMS ARL SPREAD THROUGHOUT THE GOVERNMEINT, NOT ONLY IN THE,
DEPARTMENT OF AGRICULTURE, BUT ALSO IN A NUMBER OF OTHER AGENCIES IN OTHER
DEPARTMENTS. WE NEED TO CONSOLIDATE AND COORDINATE THESE PROGRAMS 1T
WILL MAKE THEM MORE EFFICIENT--AND MORE ACCESSIBLE TO THE SMALLER
COMMUNITIES THEY ARE INTENDED TO SERVE

THE ESTABLISHMENT OF CENTERS FOR RURAL TEC!INOLOGY DEVELOPMENT WILL BE
A TREMENDOUS ASSET IN DIVERSIFYING THE RURAL ECONOMY. THROUGH TRAINING,
TECHNICAL ASSISTANCE, LOANS, AND GRANTS, THESE CENTERS CAN PKOVIDE IMPETUS
FOR NEW PRODUCTS AND THE OPENING OF NEW MARKETS MANY FIELDS COULD BE
DEVELOPED FURTHER THROUGH THE USE OF SUCH CENTERS A NUMBER OF INEANT
INDUSTRIES--LIKE THOSE INVOLVINC SPECIALTY CROPS AND INDUSTRIAL USES FOR
AGRICULTURAL COMMODITIES--COULD UTILIZE THESE CENTERS TO DEVELOP AN
ENTIRELY NEW FIELD.

THE AGRICULTURE ACTION CENTERS EXTEND THE WORK (ONGRESSMAN COLEMAN
BEGAN IN SECTION 1440 OF THE FARM BILL. THESE ONE-STOP CENTERS WOULD
PRO. DE DISPLACED FARMERS A NUMBER OF SERVICES--JOB RETRAINING, COUNSELING,
IMPORTANT INFORMATIONAL SERVICES  BELIEVE ME, THE NEED FOR THIS KIND OF
PROGRAM IS CRITICAL IN MANY PARTS OF THE UPPER MIDWEST

I'VE TOUCHED ON A FEW SECTIONS OF CONGRESSMAN COLEMAN'S BILL  LET ME
*MAKE ONE OTHER POINT  CONGRECSMAN COLEMAN'S LEGISLATION SHOWS THAT A RURAL
DEVELOPMENT BILL CAN MOTIVATE ECONOMIC GROWTH WITHOUT FINANCING IT THROUGH
UNMANAGEABLE FEDERAL OUTLAYS. MANY OF THESE MEASURES INVOLVE
REORGANIZATION OF GOVERNMENT AGENCIES, GREATER ACCESS BY RURAL AREAS TO
CURRENT GOVERNMENT PRUCUREMENT PROJECTS, AND' TARGETED ASSISTANCE THAT WILL
LEVERAGE ECONOMIC GROWTH IN THE PRIVATE SECTOR

PASSING THIS AUTHOPI.ING LEGISLATION IS VERY IMPORTANT  AS A MEMBER
OF THE AGRILULTURE APPROPRIATIONS SUBCC.MINTEE, I CAN TELL YOU THAT THIS
BILL WILL GIVE S #N INCREASED ABIITTY TC 'WORK FOR RURAL DEVELUPMENT ON THE
APPROFRIATIONS COMMITTFF

I'L LIKE TO THANK CONGRESSMAN COLEMAN FOR THE LEADERSHIP Hh HAS TAKEN
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ON THIS CRITICAL iSSUE. I'D ALSO LIKE TO T:'ANN CHAIRMAN JONES FOR HIS
COMMITMENT TO RURAL DEVELOPMENT AND THE LEADERSHIP HE HAS TAKEN IN WORKING
TO CREATE JOBS AND DIVERSIFY THE RURAL ECONOMY.

THOSE OF US WHO SUPPORT RURAL DEVELOPMENT WANT TO WORK ACTIVELY WITH
THE ADMINISTRATION. I'M VERY PLEASED THAT UNDERSECRETARY MYERS IS HERE
\TOD".Y FRCM THE DEPARTMENT CF ACRICULTURE TO TESTIFY ON THIS BILL. THE
ADMINISTRATION'S SUPPORT IS ABS(LUTELY CRITICAL IF WE'RE GOING TO MAKE
RURAL DEVELOPMENT A NATIONAL EMPHASIS.

THANK YOU I'LL BE HAPPY TO ANSWER ANY QUESTIONS YOU HAVE AT THIS

TIME.
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TESTIMONY OF PETER C. MYERS
DEPULY SECRETARY
U.S. DEPARTMENT OF ASRICULTURE
BEFORE THE
CONSERVATION, CREDIT AND RURAL DEVELOPMENT SUBCOMMITTEE
HOUSE AGRICULTURE COMMITTEE

MAY 19, 1987

Mr. Chairman and Merbers of the Subcommittee, I appreciate
this opportunity to be with you today to discuss a topic of
importance.

I refer to H.R. 1800, H.R. 2026 and acsompanying bills
relating to rural development.

Just four days ago, Mr. Chairman, we observed the 125th
anniversary of the founding of the Department of Agriculture.
The 37th Congress, in the authorizing legislation, assigned to
this new arm of Government {the ability}] "“to acquire and to
diffuse among *the people of the United States useful information
on subjects connected with agriculture in the most general ana
comprehengive gsense of that word, and to procure, propagate, and
distribute among the people new and valuable seeds and plants.”®

You will notice the words "the people” appear twice in *hat
one sertence. From that, the Department long ago became Known as
the "people's aepartment." We have gone from a largely rural
nation of 32 million people to a highly industrialized and
technological society with a population eight times as large.

Yet, today, a work force of less than 3 percent of the nation's
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current population provides more than abundant food and fiber for
our country and many others as well.

The Department of Agriculture, through those 125 years and
still today, is proud to continue to serve rural America and be
responsive to their eds.

A few y2ars ago, the farm population found itself in a
downswing that produced a severe cost-price squeeze for many.
With massive government assistance, it is now beginning to
recover from those difficult years.

During those uncertain days, the ability of the "people's
department” to adapt to changing times and conditions enabled it
to extend a hand. 1In the last five years, $81 billion has been
disbursed in the form of CCC loa.s and farm program payments.
CCC outlays exceeded $25 billion last year alone. The Farmers
Home Administration made farm loans totaling more tnan $21
billion during that period and has provided substantial credit
forbearsnce to its bo. owers. The 1985 Food Security Act 1is
working. Under the Act, we have provided over $6 billion
annually under various export assistance programs. The 1985 Act
is helping make our farm products competitive in world markets,
as 1t vas intended to do. As a result, ma'y of the economic
signs are pointing upward.

So, while keeping the farmer ever 1n mind, the "people's
department” must now turn 1ts ttention to the farmers' neighhors
~-- to Main Street, U.S.A.:; those neighbors tha®” buy ..e farmers'
products and sell him most of the materials neelded to produce

them. Their financial health 1s influenced by the rfarmers'
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economic wellbeing. So all of the help we have been giving to
farmers js also important to rural communities, generally.

Farming jis the dominant economic activity in many parts of
rural America, and we want to continue to nurse 1t back to
health. However, all parties with an interest in the future of
rural America have to look at strategies that ill diversify the
rural ecoitomy. lanning officials at all levels of government,
plus private industry, must look for economic activities that fit
in the rural community.

You have iecognized this, Mr. Chairman and Mr. Coleman, in
the form of the legislation being considered. We commend your
foresight and your compassion, and we want to work hand in hand
with you as we go along this road together.

This Administration has carried out many pragrams over the
lasl six years that have aided rural America. Today, we wish to
make it known that the Depaitment wants to reemphasize 1its
commitment to rural America. Mr. Chairman, we are proud of our
record in this area, and I'd like to supply to the record just a
few ¢f those contributions. They are as follows:

o Administration support for proauction agriculture has been
impressive. The FY 1987 federal outlays for farm programs
are expected to nearly equal FY 1986's record $25.8
billion. The situation in the agricultural sector is
improving as a result of lower interest rates, large
government transfer payments, reduced debt, goud profit
margins on livestock and an improving export picture.
Further improvement will have a positive effect on many

rural communities. The Administration's efforts on

O ~
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agricultural policy reform can ha-ten this improvement,
and together with our efforts on global agricultural
reform, lead to a healthier agricultural sector in the

long term.

o The President's proposed $980 million Worker Readiuscment
Act will counsel, retrain, assist in relocation and 1in a
job gsearch for displaced workers. For the first time,

farmers will be included in a program such as this.

o Tax reform will provide additional revenue for many States
to deal with the rural problem. It is estimated that over

30 States may receive a windfall.

o The President has proposed a number of significant energy
security steps which are still pending in Co- “ress. The
proposals are: repeal of the Windfall profit Tax;
comprehernsive natural gas reform; approval of the
Department of the Interior's five-year offshore oil and
gas leasing plan; permitting environmentally scund energy
exploration and development of the Arctic National
Wildlife Refuge; ensuring the future viability of nuclear
pcver through nuclear lice:ising reform, and

reauthorization of the Price-Anderson Act.

In addition, the President has suggested that Congress
consider several steps that will lead to more exploration
and development, reduce early well abandonment, and
stimuiate additional arilling activity. These steps

include two tax changer of a relatively technical nature:
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repealing the transfer rule and increasing the net income
limitation on the percentage depletion allnowance from 50
percent to 100 perceat. The President is also prepared co
support a Strategic Paetroleum Reserve fill rate of 100,000
barrels per day provided budget offsets -re made available
to cover the higher costs of the fill rate. Also to
encourage exploration and development, the Administration
is reducing the minimum bid requirement for Federal

offshore leases from $150 to $25.

o The Administration has taken trade action in wood products
that will help rural communities. The President took
positive action in the Section 201 case on Canadian shakes
and shingles, and we have negotiated a resolution to

Canadian subsidies of hard wood.

o The Administration has also re~negotiated the multifiber
agreement on terms no less favorable than previous and
signed tough agreements with the "Big Three"; Hong Kong,

Taiwan, and Korea.

o In response to downturns in the agricultural and enerqy
sectors of the economy, the three federal bank regulatory
agencies adopted a four-part program to assist
agricultural and energy bauks in dealing with their

problem loans.

-- First, the agencies began allowing well-managed banks

to operate with capital b2low the usual minimum

[XW)
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requirements if the banks prov:ided reasonable plans to

increase capital 2nd return to good health.

-- Second, the agencies encouraged b.nks to restructure
problem loans without incurring losses in certain

circumstances.

-- Third, bank public reporting requirements were revised
to segregate restructured but performing loans from
the nonperforming category so as to reflect better the

true level of problem loans.

== Finally, federally chartered banks that have suffered
a decline in the legal lending limits since Decembex
31, 1985 -- and therefore their abilicies to continue
to meet the legitimate credit needs of their good
customers -- were granted an increase in legal lending
linits from the standard 15 percent of capital to as

much as 20 percent of capital.

o In FY 1986, USDA procured between $825 and $880 m1]lion

from rural small business.

O Over the last two years, the Economic Development
Administration has redirected its assistance to rural
communities. In FY 1986, approximately 75% of EDA's

program allocations went to rural areas.

The Adminis’ ation's commitment to rural America 1s based on

a recognition that change 1s ygoing to continue, and that we
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cannot limit our vision to the financing of a few industrial
parks that may never fulfill their promise. We have tried this
approach in the past and have learned that it simply doesn't
work. We must look at today's problems in terms of today's needs
with an eye on tomorrow.

All interested parties reed to look at the basic elements
that make a rural society work, and at alternative means of
providing these elements: the public facilities such as water
systems, the availability of venture capital, education,
transportation and healthcare. All these, and mdre, are
essential to any modern American community. A careful review of
the Federal role in these areas is also essential.

We mus® not confuse our role as a partner in this
undertaking, nor should we mislead the people in their
expectations. The most important role will be that of the people
-- making their decisions, allocating their resources, using
their owr ingenuity and setting their own hoirizons. The Federal
Government will be an active and willing associate, working with
the people and their local institutions, bcth public and private.

About six months ago, the President established the Task
Force on Rural Communities, consisting of 20 high-ranking
government officials and chaired by the Under Secretary of
Agriculture for Small Community and Rural Development. The Task
Force cuts across all Federal agencies having rural
responsibilities.

It has been hard at work. It has considered many concepts 1in
1ts search for a proper Federal respcnse to rural needs. Some

would require legislation; some could be put into action simply
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by a decision to do so. The Task Force made a report to the
Economic Policy cabinet Council at the White House with
recommendations for action by all pertinent Federal agencies.

The Cabinet Council responded to the Task Force's suggestions
with the following plan: The Task Force on Rural Communities
would become an on-going workiny group of the Economic Policy
Cabinet Council. The Sacretary of Agriculture will chair the
Task Force, and its mission is to: 1. seek better coordination
of Federal rural development programs; 2. hold meetings and
hearings on the effects of Federal programs and regulations on
rural communities; and 3. develop further policy proposals for
consideration by the Economic Policy Cabinet Council.

In addition, executive branch agencies having rural programs
will develop initiatives to address the problems of rural Main
Street. USDA is taking the lead; t.day, we are announcing a
Department 6-point Rural Regeneration Initiative.

Mr. Chairman, our six steps are: One, the Extension service,
which has a nationwide staff in place, will place additional
priority emphasis on rural revitalization educsation. As one of
the Department's largest agencies with direcc public contact,
Extension wiil work with State officials, county officials.
community leaders, colleges and universities to develop education
and training programs best guited to the communlity's needs, to
build on local institutions, and to expand interest in those
speciaiized concerns.

The Secretary will ask the Joint Counc :. on Food and
Agricultural Science to report to him within %0 days on the

feasibility of setting up rural technology centers at land grant
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universities as another step in improving the educational
process.

Two, Rural Enterprise Teams consisting of four or five
specialists will be organized to go, on call, to communities,
counties or States to assist in business development, Jjob
training, financial management and the like.

The teams will be prepared to offer ideas ard information to
help a community refipe its needs. They will work, if requested,
to help develop action plans for long-range improvements.

Three, an information clearinghouse will be established at
the National Agricultural Library with an 800 telephone number.
Rural community officials will be able to get up-to-date
information about Federa' programs available to them in a single
phone call and will be referred to the appropriate aagency for
follow-up.

This could be especially helpful to those smaller communities
with leaders who serve in office on a part-time basis. It can be
difficult and timefconsuminq for them to thread their way through
the many Federal programs to find ones suitable to their needs.

Four, we will instruct all USDA agencies with a research
mission to increase their efforts devoted to rural economic
development. Some research questions that need to be answered
include: What is the .ctuil aeed for nonfarm full-time and
part-time workers in rura. conmunities? What types of businesses
are needed in a given area? i/hat types would be best suited?
What resources are availabie? Are modifications to the

infrastructure needed? What mar'-*s exist or can be developed?

Q <

ERIC -

Aruitoxt provided by Eic:




[E

76

Five, We will redirect the Farmers Home Administration's FY
1987 Business and Industry Guarantee Loan Program; and ensure
that our new reqgulatioas for the Rural Development Loan Fund
Relending Program are leveraged so that available funds will be
used to create more jobs and give preference to those communities
under the greatest gtress.

The Farmers Home Administrator already has directed field
offices to be alert for opportunities to assist family-sized
enterprises, especially in communities where farmers and their
families are tryina to make the transition to nonfarm
occupations.

This redirected program, together with the assets of our new
rural development loan funds transferred from the Department of
Health and Human Services, can become a valuable rural business
rebuilding program.

Six, to ensure that this rural rebuilding undertaking is
given the priority it deserves, its overall direction and
coordination will be placed in the Deputy Secretary's office
That way, I can be certain that it retains a central office focus
with the full backing of the Secretary.

In addition to these six initiatives, appropriate personnel
within USDA will look into the potential of fur.her contracting
and procuring frc rural business.

Our plan 1s comprised c¢f six integral parts: cenrdination,
information, technical assistance, research, education and
business capital. And, Mr. Chairman, our proposal can be done
within the pPresident's Budget nd the Sramm~Rudman-Hollings

deficit reduction targets.
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As yuu can see, Mr. Chairman, the Department has many
rescurces available to asgist rural communities and residents.

We can build on existing strengtis. Many of the proposals in
H.R. 1800 and H.R. 2026 can be implemented administratively, as
outlined in our plan.

We support the concept of H.R. 2026 and have embodied several
of its aspests in our six points. However, we object to some
portions of the bill which could prove too costly. We are always
aware of ui: looming deficit that will crush all Americars alike,
if we aren't mirdful of ways to keep it down.

We do oppose renaming the Department and a Special Assistant
Lo the President on Rural Policy.

Our opposition in each case is based on both philosophical
and practical grounds. USDA has mecning -- and instant
recognition -~ for the cattle grower, the corn producer, the
homemaker, the foreign grain broker, and Main Street, U.S.A.
Simply put, it's not broken, and it doesn't need fixing.

We also oppose rural block grants on the basis that most
of the program sources of funding for a rural block grant have
been proposed for termination in the president's FY88 Budget,

because these programs have proven to be ineffective and have

failed to meet their objectives.

We stand ready to cooperate with you in working out any
refinements that may be needed.

Mr. Chairman, we in the Administration care: we are
concerned; and we are committed to work with you and the

committee to assist rural America.

Thank you, Mr. Chairman. That completes my s.atement. If

you have questiond, I will be happy to answer them.
- 11 -
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Statemnent subnitted by:

Mr. Morman C. DeWeover

Center for Community Change

My name 1s Jorm DeWeaver. I am with tne Center for Community
Chanje, a private nonprofit technical assistanc: and public
policy vurganization serving community-based groups 1n many low
in~ome areas throughout the United Stat2s. 1 appreciate the

opportunity to appear hefore the Committee.

I commend the Committee for its willingness to .ake a new
look at the development challenges facing rural areas. 1 hope
.hat this will lead to 2 new start .. vard a more active federal

role 1n rural development.

It's been a while since there have been any new federal

initiatives 1in this fie... The most recent was the infusion of

funds 1nto several ex.sting foZeral programs as part of the 1983
"jobs bill." The next most receat goes back to the start of the
decade and the events which led up to . “e Rural Development

Policy Act of 1980.

For most of the 198"'s rural communities have watched as
federal support for commuaity development witrered and federal

interest -~ outside the agricultural sector -- wanecd.
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During “hese years the economic strurt.re of many srall
towns has undergone substantial charge. The changes resulting
from shifts i1n the farm economy are familiar to all of us. At
the same time other areas where farming 1s not the major economic
activity have also undergone profound shifts as resource based
indnstries, marifacturing and services have all changed.
Designing new federal initiatives to help rural areas must' take

these change:s 1nto account.

The Comm>ttee has several worthwhile proposals under consid-
eration. In one sersse, however, the most important task 1s not
debating the merits of any of the possible approaches. The most
important task 1s making a fresh sta:t by adopting one or mo.e
doable 1idea~. ones likely to leada to immediate action 1in local

communities, and adopting them now.

1'd like to look first at HR 1800. This 1s a o1ll which
would meke that doable start now. 1Its programs are al. action
oriented. The assistance would go directly to local comr. '1ties
and local community groups. The programs address tuc key ieeds
of helping such groups establish or expand their capab.lity to

deal with local development neecs.

HR 1800 would not require any large scale restructuring of
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any federal agency. Its price tag 1s clearly one the federal

budget can bear.

I urge the Committee to use this as the vehicle to make a

new start in providing federal assistar.ce for rural development.

The central program i1de- 1n HR 180C 1s the business develop-
ment dgrant approach in Section 3. You can‘t stinulate develop-
ment, partic larly 1in economically distressed rural commnities,
without developers -- local community leaders and local community
groups that can make things happen. The Section 3 grant program
provides the potential to sustain the public purpose, private
nonprofit or public agencies that nelp to stimulate economic

growth.

These grants would make 1t possible for such community
. 2velopment organlzations to explore new business 1deas that
would tap local resources, to find and help business people who
can translate these 1deas 1into reality and to work to mobilize

the capital to finance them.

Frototypes of such organizations nave taken root in a
number of parts of the country. I am pail‘icularly familiar with
ones serving chronically depressed rural areas. In upper New

Znglaend, local nonprofit community development corporations have
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worked to start or expand manufacturing and {isheries based
companies. In Central Appalachia, a community grourn has made a

special effort in the wood products field, trying to provide

greater stability for local people caught irn the boom and bust
cycles of the coal industry. ifanufacturiag has been a focus 1in
northwestern Mississippi, while trade 1s a major effort for a
rural developrient corporation serving remote communities 1n

Alaska.

All these groups prov:de examples of the ways 11. which
community-based development organizations can make things “appen
in communities where they otherwise wouldn't. The business
development grant program in HR 1800 would help to sustain and

expand such efforts.

The bill alsc provides for a modest increase 2 the business
financing capabilities of the Rural Development Loan Fund. The
RDLF 1s an idea whose history goes back more than twenty years.
Dormant for a time, the Fund was reborn through the efforts of a
number of community-based development groups in the latter
1970's. It was transferred to a new home 1n the Farmers Home

Administration through tlhe provisions of th2 1985 farm bill.

The RDLF au'horizes federal loans to flow, at concessionairy

races, to local, areawide and regivnal development organizations.
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These borrowers can then relend or _.. .t the proceeds 1n local
business ventures. This mechani'. : takes the responsibility for
project selection out of the hands of federal staff and places
it 1n locally-based agencies whose sole or principal purpose 1s
local community development, which typ-cally have their own
capital at risk 1n the loan pool and which can operate with the

speed and flexibility available only to private institutions,

HR 1800 would augment the capital available tc he RDLF,
currently dependent on repayments from old loans or funds never
committed when origirally appropriated. The capital base of the
RDLF would be enlarged by $20 million per year over the next
five years. 1In addition, $25 million would be authorized for a

companion grant program,

Beyond these eccnomlc development 1nitiatives, HR 1800
would make one other small, but important innovation, vital to
the well beiny of a number of rural communities. Section 4
vould extend the valuable and proven community orograms of the

Farmers Home Administration in several new directions.

A $10 million grant program would enable local community
organizations to try different ways to insure that rural people
now lacking basic safe drinking water services get them. This

1s particularly important for i1solated families and very low

n
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income rural households currerntly bevcnd the geographic or

economic re .ch of the type of central system facilities which

FmHA now supports. The program would also recognize the fact

that in some communities -- especlally the smallest -- the

problem 18 not necesrarily the construction of facilities. The
problem mey be one of improving management skills or the operation

and mainter.ance practices of the water system utility 1tself.

Farmcrs Home has said that 1t cannot finance thece types of
needs, like payina hookup fees for very low income families,
through 1ts existing water and waste disp..al programs. HR 1800

provides a soiution by authorizing a progiam that can.

I'd like to turn next to the other major legislative proposal
betore the Committee, HR 2026. 1In several re.pec*ts, HR 2026
takes a different approach to the question of new federal : iral
development 1initiatives. It promises one new, large scale block
grant program in Title VII and mandates a major restructuring of

the Farmers Home Administration.

At the same time, HR 2026 includes two smaller scale,
doable now 1initiatives of the type that make the programs 1in
HR 1800 so attractive. These are the Rural Technology Grant

program i1n Title III and the Agriculture Action Centers grant

Q -
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program in Title IV. Both could k= started immediately with

modest funding and build on tested concepts.

In establishing the technology program, I hope that the
Committee wil1l emphasize that not all technical inncvation
occurs within the walls of a traditional ipstitution of higher
education. Community-based educational groups can and have
undertaken important R&D efforts. The ability of the technology
centers to involve pravate individuals and business research

efforts 1s also key.

Several of the most important aspects of HR 2026 concern
the role of state government in rural development, particularly
the state rural development planning provisions in Title II and
the block grant in Title VIi. Before moving forward with these,
I think the Committee should carefully weigh the experience with
similar approaches over the last 15 years, since the establishment

of the block grants of the early 1970°s.

State plan requirements attached to federal funds may, 1in
some cases, ,_. .:r communication among state agencies. However,
they don't dissolve the ins:-itutional obstacles which make joiat
action difficult, whether at the state or the federal levels.

From the perspective of local community development groups,
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state planring documents rarely speak to what's needed, on the

ground, 1in a specific community setting.

As far as the block grant initiative 1s concerned, I think
we should look carefully at the experience under the block grant
we already have -- the Small Cities pcrtion of the state-admin-
1stered Community Development Block Grant program. When this
program started, there was an a*tempt 1n many states to spread

the money around for the sake of t-uching as many places as

possible with limited attention to need. 1In a *'me of increasing

federal budget restraint, I don't think this 1s the most cost-
effective way to reach the rural communities with the greatest

claim on federal assistance.

A closer laok at what the states have already do-= and what
the small cities oortion of the CDBG program 1is currertly doing
may be useful 1in designing an 1incentive grant -sprocach for the
states, rather than adding one more somewhat formless block

grant to the federal 1-ventory.

The opening language 1n HR 2026 would change the name and
the organizacional structure of USDA to emphasize 1ts rural
development mission. I certainly have sympathy for the concept

involved.

o Ju
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However, changing names and boxes on the feueral organiza-
ticnal charts won't really lead to changes in the qu«.lity of
life 1n poorer rural communities. How many such communities
were enriched when we transformed the Assistant Secretary for
Rural Development at USDA into an Under Secretary about seven

years ago?

What counts at -he community level are rrograms and money.
No federal organizatisnal shifts can comp:nsate for a budget
request which, for a depressing numb~-: of years, has called for
the elimination of programs like the water-sewer programs in

Farmers Home.

I think we should cry for a new start in program :initiatives
and then deal with the federal agency structure question afier
we are more certain of what we want to do and whether we are

w11ling to appropriate the money to do 1it.

In closing, I would like to stress again that 1’ 's *he new
start that counts. TIt's the fresh initiative, authorized and
funded, that local comminity leaders need to convince them that
the federal government 1s again wiliing to be an active partner

in rural development ac%ivities.
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Statement
of ’
Roy M. Palk
Executive Director of Operations
National Rural Electric Cooperative Association
before the
Committee on Agriculture
Subcommittee on Conservation, Credit and Rural Development
United States House of Representatives
on
Innovative Development Strategies in Rural America
May 19, 1987
Washing .on, D.C.

Mr. Chairman and distinguished Members of the Committee:

It 1s my pleasure to appear before you today on behalf of the more than 25 million
Americans In 46 states who rely on NRECA member systems to supply dependable and
affordable electr.c energy for their homes, farms and businesses. The {eadership of the
nation*s 1,000 consumer-owred rural electric systems greatly appreciate the ongoing
interest and support which our program has received from the members of this panel.

The rural electric family 1s uniquely positioned to understand and appreciate the problems
facing rural America. Qur rural electric co-op member sy .ems can say, without
equivocation, that rural America s factng its most severely trying situation since the
Great Depression. Because of the increased complexity of the national economy, the
problems may have deeper roots and may be much more difficult to eradicate.

We commend the Committee for taking an active, concerned leadership role in this
regard and v.e offer our full support and assistance to the Committee 1n carrying out
those initiatives that can make a difference for the rural areas we serve.

Let me speak to those rural areas. While other sectors of the economy have imgroved
since the last recession, the situation 1n rural areas has either remained static or
deteriorated The gap betwesn rural and metropolitan areas has widened in terms of the
measurable statistics available -- unemployment and underemployment, poverty,
substandard housing, health care facilities and a host of other categories.

Rural eiectric systems reflect the econcmic decline whic.: has drastically reduced load
growth for many of our systems. In fact, today, 222 of the nation’s 930 rural electric
disi ribution systems are losing consumers.

The problems facing many of our systams have spurred .nitiatives to expand our already

considerable base of service and assistance to rural consumers. And our membe.s, Mr.
Chairman, have told us emphatically and repeatedly that they want to do more
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THE ROLE OF THE RURAL ELECTRIC COOQPERATIVES

Recently, NRECA held a series of four field hearings across the country which were
attended by 500 rural electric directors and managers. The predominant sentiment
expressed at each of these hearings was that the Rural Electr.fication Administration
(RCA) and the rural electric systems must become more involved 1n community and
economic development. that our member systems must become activists. catalysts for
development.

The matter of expanding REA’s role into rural economic development 15 one that has been
Intensively studied by NRECA. We will discuss this important point later in this
testimony. Let me touch on a few of the national efforts which NRECA has spearheaded
this past year, efforts which have led rural electric cooperatives ¢o:

Sponsor local “health fairs" to screen large numbers of rural Arericans for early
signs of disease or disability and to provide them with information on how to live
healthier lives;

Join the NRECA -sponsored National Rural Telecommunications Cooperative (NRTC),
a group that will direct the development of satellite-based telecommunication
services for consumer, educational and rural utilities business applications;

Focus new initiative on econnmic development programs in rural areas. For example,
hundreds of co-ops are making use of a “how to™ manual on economic development
compiled and disseminated by the NRECA staff. The manual 1s designed to provide
community leaders with information on matters such as promoting job creation from
existing loral business and industry, attracting new employers to the community,
mproving a community’s potential as a location for economic investment, and
preparing an ecnnomic development plan.

These are but a fev. of the programs rural electric co-ops are undertaking on a nationwide
basis. It does not take into account the numerc.s other ways in which rutal electric co-op
systems -- on their own initiative -- are assisting their consumers and the vital role that
rural electric co-ops across thc country play in community and economic development.

I think 1t 1s worth mentioning that since the 1960s, when statistics began te be kept, rural
electric systems have been involved 1n community and economic development efforts that
have created nearly one million new jobs.

REA'S CONTINUING ROLE

Mr. Chairmen, REA s critical to these continued efforts. REA 1¢ and should continue to
be the solid foundation upon which rural electrt® auon 1s butlt. We are pleased to hear
that the Committee shares that view, and ..y much appreciate the Committee's
leadership in this area. We also appreciate the Committee’s continuing strorg suppart for
the concept of a Rural Electrification Administration that is relentlessly aggiessive in
seeking solutions to the very serious problems facing our nation's rural areas, and by
extension, to our nation’s rural electric cooperatives. This 1s not, however. the agenda of
this REA Administrator, nor unfortunately. of this Administration.
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Statement of Roy M. Palk Page 3

Historically, the loan programs of the Rural Electrification Administration and the
technical support which comes through that agency - the programs in which the federal
government and a local community form a cooperative, a working partnership to
accomplish a spec:fic objective -- have pro-en to be exemplary models of how other such
programs could work.

To get to the heart of the matter, the reason the rural electrificat:on program has been so
successful 1s because 1t 1s a federal program that ts locally implemented, locally operated
and locally controlled.

It 1s essential that any rural development _programs incorporate the_ sanie
federal-communit y partnership that has made rural electrification so succsssful. We
strongly believe this same relationship 1s _absolutely critical if federal rural economic
development programs are to be effective.

We have seen that when the few on the top of the pyramid dictate with great specificity
the exact nature and extent of use of federal programs, the benefits are negiigible. it 1s
difficult, at best, and more likely impossible fcr a rigid, Washington-based program to be
responsive to the actual, changing needs and conditions of a local community.

Furthermore, an 1naccessible, unwieldy program is probably worse than no prugram at all
1n terms of what 1t can accomplish.

As recent Congressional field hearings have revealed, monies from federal programs are
only partially used because of the difficulty 1n accessing them. These programs are not
being used by the people for whom they were intended. In acdition, we have found that it
1s extremely difficult for communities to get needed grants anc loans because they are
directed and disbursed by several different federal agencies, there 1s no single, ready
source or expertise a.atlable for the part-time, small community administrator to
determine what 1s avatlable and how to get to it.

Simplification and consolidation under one -- or at least fewer -- roof. would apperr to
be desirable. This fact lends added credence to our view that one fedw-al enut: could
serve in an "umbrella agency” role.

JOINT REA/LOCAL RURAL ELECTRIC CO-0OP PARTNERSHIP EFFORTS

It 15 the small commun.ties with the greatest ne=d which do not have the access to
technical assistance and federal money.

It 15 also these same communities -- many of them at least -- 1n v/hich the rural electric
cooperative 1s an influential, competent business with deep roots and a sincere and vested
Interest in 1mproving tne financial ccndition of the cooperative, the community's economy
and quality of life of its citizens. In these cornmunities, the rural electric cooperative s
1n a position to serve as a catalyst for economic and community development effor.s.

This cor.cept provides what we believe to be the most v.able solution: to invert the
pyramid by piacing these srall, grassroots communities at the top, so that economic and
community interests and concerns provide the motivation for improvement activities,

The network for this concept js aiready 1n place.
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REA, the federal agency, already has a long-standing relationship with one of the major
components ot the rural community, and t.ere 1s the commitment, certainly on the part
of the rural electric cooperatives and most probably among the professionals at REA, to
make these prog.ams work and to produce the jobs and eccromic stimulation our rural
areas so desperately need.

Therefore, a special, blue-ribbon panel of rural electric leaders 1s studying the expansion
of the role of the REA to include economic development activities ano to expanding the
missien of rural electric systems throughout the nation to include community and
economic development.

Having said that, Mi. Chairman, we must point out that rural electric systems could not
take on the additionsl role of rural economic development without some help. It will be a
long and d:fficult task to bring the necessary economic and employment diversity to rural
areas. Ano it will require a substantial investment from the rural electric cooperatives
and thair communities with a sustained helping hand from government.

We offer some specific directions the Congress might examine to forge the effective,
sustained working relationsh:p between local commurities, their rural electric
cooperatives and ! .eir government to make these programs successful.

THE RURAL COMMUNITY ~- THE CORE TO ECONOMIC REVITALIZATION EFFORTS

We believe that by working together through the combined REA/local rural electric co-op
effort one small sucLess can lead to ¢nother, and we have some 1deas on how we ought to
go about getting this under way.

Two homegrown "megatrends” are that "small 1 good® and that alongside high-tech i3 the
need for “high-touch.” These are rural characteristics. As we develop policies and ignite
old and some new programs to revitalize tha rural econcmy we should not neglect to
accentuate these characteristics, for they are what so many have found to be truly
apiealing about rural Amer:ca, and based on numerous studies —- including one conducted
by NRECA -- these are the real "incentives” for those who have chosen to hive in rural
America.

Before I discuss specific ideas, | would lLike to touch upon the core basis for any 1nnovative
rural development solutions.

Federal programs often seem to rural people to be at once at a distance and very indirect.

Many programs have been designed with other than local and user ne.ds and wants as their
bases, Funds go unused and programs are inaccessible because of the lack of empnasis on
local commumity involvement, local program design and local implementation. it makes
sense to allow for reasonable options and choices by those who would use the programs.
The more stringent federal regulations are, the more the objectives of the program will be
diluted or ineffective. There are sound reasons for a flexible national strategy from the
bottom up, making the local community the center of the design. Again, this brings us
back to the very nature of the rural America: 1i.e., "smali 1s good,” coupl~d with the
"high-touch,” or the personal touch.

The community 1s an essential component of the social well-being of 1 ‘ral Americans.
The community 1s even more i1nfluential where the population density is low
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The problems of rural America are community problems with community solutions, and
state and federal systems must positively reinforce this approach.

Within these local communities, rural electric cooperatives can be mobilized as the most
effective advocates for community and economic improvemerit.

Finally, community-based programs should develop talents and resources which wull
provide long-term improvement, not *quick fixes.”

NRECA RECOMMENDATIONS FOR RURAL DEVELOPMENT AND ECONOMIC
REVITALIZATION

We recommend that all federal rural programs be examined and witn a view to redesign.
so that funds are targeted to be more sensitive to rural conditions. We strongly concur
with the central theme of the article in L 3 Kansas City Federal Reserve's Economic
Review by sconcmists Mack Draberstott, Mark Henry, and Lynn Gibson, that one does not
have to choose between those things that make economic sense and those that are socially
desirable: both are possible with good planning.

Specifically, at the centsr of our recommendations are three key points:

1. Put the design and 1mplementation of rural development programs back with
the grass roots local community by providing simplified access and mimimal,
flexible regulation to provide the community with greater latitude and options.

Consider using the REA and rural electric cooperatives as a conduit for rural
development programs to provide necessary liaison, support, technical
assistance and coordination functions 1n the community.

Consolidate and simplify rural development programs and consider putting them
all under one roof,

These three key innovative 1deas are expanded below with specific recommendations that
stem from our frequent and systematic contact with the heart and mind of rural America.

We strongly recommend:

1. Legislation to mandate the consolhidation and simplification of rural development
programs, such as housing, business and community development loans and grants and
other essential public services and planning. This would maximize the effectiveness
of these programs.

Allowing rural electric cooperatives to invest funds in other community services such
as water and sewer systems. Eliminate present Limits on rural electric systems’
ability to participate 1n such activities. This would allow for more funds fIr essential
rural services.

Accommodating liens of other lenders to facilitate rurai electric cooperative
f.nancing required for rural development projects.

Use rural electric cooperatives and their proven network of generation and
transmiss.on cooperatives, statewide associations and distribution cooperatives as
catalysts .or the initiation of eccnomic development pians. to help with applications
for grants and loans, and to provide a place to meet and plan projrams locally.

ERI!

Aruitoxt provided by Eic:




E

O

92

4 atement of Py M. Palk Page 6

This 1s 1n the true tradition and commitment of rural electric cooperatives to provide
service 1n the community and is based on the principle that solutions which are
community-based are most likely to werk.

S. Support programs that encourage technology transfer, for example. the joint
NRECA/TVA project currently under way, which can bS8 channelled to local
communities ‘hroughout the country. This t.ansfer w.ll give local communities
access to tried and proven programs developed over the years by TVA. These
programs should be vigorously monitored to find out scientifically what works and
what does not work 1n community economic development and what modifications
have to be made to make these programs work.

6. We recommend consideration of an job training/infrastructure rebuilding project.
This would employ displaced rural workers, improve the infrastructure for economic
development and keep people in rural areas where they want to live. The motivation
to rebuild one’s cwn community clearly will work to benefit the people, their
communities and the country.

7. Banking and Financing - Because of the difficulty in tinancing rural development
projects, we recommend the creation of a rural development bank which would
guarantee loans and become a secondary market for local banks. There is a need for
a federally created finance bank which deals in secondary markets and pooled
projects to assist local banks to finance projects and to finance start-up businesses
and infrastructure development.

8. Promote rural telecommunications, which provides electronic highways that instantly
remove the economic arguments of geographic isolation. A related recommendation
1s to improve digital switching capabilities in rural areas. Rural areas must have the
latest telecommunications capabilities, to be on line economically. We hav¢ helped
to form a National Rural Telecommunications Cooperative to help insure access
equity for bi-directional business data transmisston and TVRO programming.

An attachment to my written staiement will provide the Committee with some additic.:al
background and statistical data to furthsr support NRECA's recommendations.

Mr. Chairman, we all have a pretty dismal picture of the economic situation 1 rural
America. A’ d1won't quibble that it ;g so.

Yet, | would like to point out several things that make our rural electric leadersh:p, rural
people themselves and me confident that though the road to recoverv may be long and
treacherous, we can make the journey.

The first thing . . . and this takes us back to the deliberations and actions of this august
brdy i1n decades past . . . reflects the effects of public policy put in place years ago

For example as a result of such social reforms as Social Security and the implementation
of 1 tirement programs, many of the people who have chosen to spend their golden years
In rural America have disposable income beyond the day-tc-dav living expenses. That's
one kind of market

These people are also a strong scurce of participation in the rebuilding efforts. Many are
experts 1n the skills and disciplines necessary to these efforts, and many have the
expendable time to roll up their sleeves and pitch in.

RIC 9

Aruitoxt provided by Eic:



93

Statement of Roy M. Palk Page 7

There are also, Mr. Chairman, valuable assets which have developed in rural areas as a
result of the rural development and highway transportation programs of the 50s and the
60s and beyond.

For example, for the most part, we have a workable, efficlent interstate highway system
which makes it possible to move raw materials and products from rural areas to the cities.

Though we still have a long way to go in this respect, many communities have improved
community infrastructure facilities such as water and sewage treatment and fire
protection. This has resulted from some of ths programs discussed earlier.

Rural slectrification is a prime, shining example. The Rural Electrification Act of 1936
has literally transformed the face of rural America, and our member systems are
constantly 1mproving service, heavying up to meet increasing demand, providing
sophusticated energy planning for residents, businesses and industries. They are an
indispensable building block component as we work for more Jobs.

Educational facilities in rural areas, while perhaps not up to the standarde of a
polytechnical high school in Brooklyn, or Cleveland or Baltimore, are sound and turn out
students who can read and write and cont:nue to learn. And the availability of modern
slectronic communication techniques cannot help but to .mprove their capabilities.

There is, as well, in rural America, a well-documented work ethic, a work ethic that
pushes evermore toward more efficient production, tuward more efficient technology.
And there i3 a work force 1n which that ethic is engrained.

These qualities and facilities comprise a sound, strong fc.ndation on which to build for
rural America’s future.

And, Mr. Chairman, we've talked economics and jobs and banking and deregulation here
today. But, I think it is important to maintain some persnective on what 1" s we're trying
to preserve. What we're after here is the mair..enance of a life and workstyle that 1s
basic to this country's development and phifosophy. And that is worthy of our best effort.

Mr. Chairman, | would be pleased to respond to any questions you or any of the
Comniittee members may have. Thank you.
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ATTACHMENT
KEY DEMOGRAPHIC TRENDS

First cf all, we think the demographics that follow confirm our view that rural economic
development ought to be community based and that efforts should focused on retention
and expansion of existing industries rather than the attraction of major new industry.

* The service s.ctor 1s providing most new ru-al jobs -- 1.1 million new 1abs from
the yedars 1976 to 1984 -- and both iarge and small firms are contributing to that
expansion. These Jobs are often at lower salaries than metro-related jobs.

* Small manufacturing firms cor.cributed 15,000 new jobs In rural areas, while large
firms generated only 76.000 nevs jobs {during the same period from 976 to 1984).
This seems to argue for a strategy of promoting small manufacturing companies
which create jobs *hat require the skills possessed by displaced rural farmers and
other workers.

* In 1985, the non-metro une:npluyment rate averaged above 9 percent, more than 2
points higher than the metro rate. The non-metro rate has fallen much more slowly
than the metro rate during the current recovery. These figures are even worse than
they appear. however, since they fail to include the under-employed, those who have
dropped out of the job race and tnose who have exhausted their unemployment
tenefits. Ninety percent of all counties with extremaly high unemployment rates are
rural.

* The non-metro poverty rate was 18.3 percent in 1985 compared to 12.7 percent for
metro areas. Dur!ng the most recent recovery from the recession of the early 1980s,
the metro rate has improved while the non-metro rate has not. Thirty-eight percent
of the nation's pocr and 67 percent of all substandard housing are in rural areas.

* The pruportion of total family farm income earned from off-farm sources has
Increased from an average of 40 percent 1n 1960 to more than 72 percent In 1983,
reflecting the expand.ng need for off-farm jobs for the small, family farmer.

These statistics provide a stepping-off point to constructive commun'* action suppoited
by state and federal governments .nd they reflect the desperatiun of many rural
communities. Typically, a rural community losing jobs and people embarks upon a course
of industrial recruitment to save tre day. It 1s not a viable economic development
strategy because 1t doesn’t work. Why?

* As many as 25,000 development agencies arounc the country compete for the few
tk cusand companies that relocate each year.

* States and communities in the competitive rush put together incentive packages,
“giveaways” to attract new industry.

* Many companies attracted with the artificially sweet incentives either leave when
the incentives run out or use the relocation as a springboard to leave the country.

RIC
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State, county and local governmonts have realized that they cannot compromise their
future by giving away the store. and rural communities must heed that lesson: companies
relocating 1n rural areas must pay a fair share. A substantial financial commitment
ensures that a company will want to stay rather than seek a better deal somewhere else.

If, on the other hand, the reasons for locating in a community are access to a reliable,
skilled, educated and committed work force and a healthy, clean envirunment in which to
work and make profits, then the company is more apt to stay as a long-term citizen.

However, 1t 1s our studied opinion that these options are few and far between, and that

businesses already in place offer a much higher potential for the creation of permanent
jobs.

DIFFICUL TIES IN RURAL CAPITAL FORMATION

There 1s a trend 1n banking which 1s similar to the trend in farming, fewer, but larger
operations. Predictions are that in ten years the present 14,000 commercial banks will be
reduced by half. These larger banks, as with other large business organizations may well
be less concerned with local communities, with only minimal interest in making funds
available for local business development. It 1s not difficult to envision, with the
interstate branch banking fostered by deregulatiun, that branch banks will siphon off local
funds into national monay markets, even irto international investments.

The dangers of banking deregulation on rural communities, as rei.forced by results
observed in airline deregulation, are a reduction of banking services, a reduction of
fixed-rate, long-term loans, increased cost of banking services and reduction of services,
money flowing out of the community and loss of interest by bankers in local investments.

In comparison to other banks, rural umt-banks are usually small, geographically isolated
and serve relatively undivers.fied markets. These characteristics restrict tr~ type and
maturity of loans and the ability to attract deposits and non-deposit loai.able funds,
reducing their ability to serve as financial intermediaries.

Rural banks play a prominent role in supplying credit in rural markets because of the lack
of other financial institutions. These banks remain unportant to the traditionally
dominant segments of the rural economy: consumers, agriculture, housing and small and
medium size businesses.

The main role of banks in the agricultural credit market is for short term rather than long
term credit. The relative importance of banks i1n supplying both types of farm credit has
been declining.

Local governments finance their activities principally through taxes, federal and state
grants-in-aid, and the bond market. The new tax law has put a burden on small
communities because it has removed tax exempt financing of development projects.
Rural governments as well as rural banks are in a poor competitive position dua to their
small size and 1solated locations. which makes participation 1n larger financial markets
more difficuit,
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Most studies have been consistent with the idea that local commercial banks supply small
business with most of their financial needs. Commercial banks are only able to provide
short and intermediate term debt financing due to the nature of their loan funds. Federal
programs such as FmHA, SBA, HUD, and EDA have been utilized only to a himited degree
by rural small businesses.

The volume of loans and loan quarantees f:om such services have always been Limited.
The most prevalent sources for financing of small business have been the owner's saving
and borrowing from family, friends and asscciates.

New ways of financing rural development projects through local banks have to be
developed. Without these financial resources, rural areas will always be tratling behind in
correcting the imbalances between metro and non-metro America.
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Mr. chairman,

TESTIMONY ON RURAL DEVELOPMENT

Presented by
Jack Cassidy
on Behalf of the Farm Credit System's
Bank for Cooperatives
Before the House Committee on Agriculture
Subcommittee on Conservation, Credit
and Rural Development

May 19, 1987

I appreclate the opportunity to appear before your

committee to address the subject of rural development.

My name is Jack Cassidy. I am a vice president and manager of rural

utiitity relations with the Central Bank for Cooperatives 1in Denver,

Colorado.

I am appearing here today on behalf of the Farm Credit

System's twelve district Banks for Cooperatives and the Central Bank.

I will be presen*ing testimony on the positive economic effects of the

Banks for Cooperatives' credit programs. In addition, I will discuss

possible ways for the banks to promote new and expanded economic
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development 1in rural areas.

The twelve district Banks for Cooreratives and the Central Bank for
Cooperatives provide financial services to about 3000 agricultural
cooperatives and rural utility systems. The banks currently have
about $8 billion in loans outstanding. The repayment record has heen
verY good despite the problems in the agricultural economy. puring

1986, about $4.6 million in loans were charged off.

Agricult.ral cooperatives and rural utility systems--and the credit
programs they depend on--have a significant effect on the rural

econonmy.

For example, the latest information available shows that the 70
largest borrowers of the Banks for Cooperatives have total annual

sales in excess of $33.0 billion and assets of $28.0 billion.

The latest Fortune 500 list of industrial enterprises jincludes 15
agricultural cooperavives--14 of which have a banking relationship
with the Banks for Cooperatives. These 15 agricnltural cooperatives

have about 60,000 employees--nearly all located in rural areas.

These statistics demonstrate the important economic contribution being
made by the borrowers of the Banks for Cooperatives. These statistics
also indicate the significant role the banks and our borrowers could

play 1n contributing to the revitalization of rural America.

Like our nation's farmers, many cooperatives and utility systems--and

10
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the banks as well--are taking steps to adjust to the changes taking
place in the rural economy. As agricultural cooperatives and rural
utility systems adjust to today's ecoromic environment, they have new

and somewhat different financing requirements.

For example, agricultural cooperatives and some rural utility
syetems--especially telephone systume--need to diversify and bring 1in
new capital to strengthen their operations. This can be accompl 1shed
by forming subsidiariee, joint ventures, or partnerships to initiate
new bueinese activitiee--activities that are sometimes different from
the original business but related to eerving the needs of

member-ownere.

If adequate capital is available, new business activities would create
jobs and economic expansion in rural areas while strengthening the
agricultural cooperative or utility system. Untortunately, the
farmer-owners of many of these organizations do not have the capital
necessary to initiate new businesses. This problem could be overcome
by utilizing capital from other sources. However, “he Banks for
Cooperatives' lending authorities currently prohibit the financing of
subsidiaries or partnerships that include capital investments from

ineligible entities.
I will provide the committee with two specific examples.
A large agricultural cooperative in the southeast that has

traditionally been involved in providing fertilizers, pesticides, and

other chemical inputs is in the process of building a paper mill.
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This diversification 1s necessary because the demand for agricultural

chemical products nas declined sign ficantly.

The mill will be located in an area with an unemployment rate in
excess of 16 percent. The paper mill will be using proven
high-tecnnology and will eventually employ about 800 workers. The
mill will require a capital investment of about $300 million.

The project has been in the development stage for several years and
the Banks for Cooperatives have been the lead lenders from the very
beginning. This is a good project from every perspective. However,
it could be made better. Several of the 41 newspapers which have
already contracted to purchase paper from the mill would like to

purchase an equity interest in the venture.

The advantage to the agricultural cooperative of entering into a
partnership arrangement would be to lower the risk of its

member-owners, strengthen the financial condition of the project,
utilize a wider variety of expertise, and eventually allow for a

larger operation that would employ perhaps an additional 500 workers.

However, under current law, the Banks for Coopera.lves can finance
only wholly-owned subsidiaries of an eligible borrower. We do not
have tne authority to provide financing for the partnership just

described.

In *his instance, it is likely that the agricultural couperative will

be prevented from taking the kest course of action from a businress and
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economic development perspective simply because its long-time
lender--the Banks for Cooperatives--cannot finance a subsidiary or
partnership that includes equity investments from entities 1neligible

to borrow from the banks.

In the second example, a group of rural telephone systems--most of
them individually eligible to borrow from the Banks for
Cooperatives--are seeking to finance a statewide rural cellular
telephons project. 1If this proposal 1s successful, 1t will help
strengthen the operation of the independent rural telephone systems
and provide what is rapidly becoming an essential service to rural
areas. Yet, the Banks for Cooperatives are unable to provide the

financing for this partnership.

These two cases are just a sampling of the steps agricultural
cooperatives and rural utility systems are taking to diversify and
strengthen their operations. These types of adjustments to today's
economy are no* only the result of good business decisions but have
the added benefit of creating jobs and bringing new capital into rural

areas.

As the primary lender for mary of the agricultural cooperatives and
rural utility systems that are making such adjustments, the Banks for
Ccoperatives are being called on to provide appropriate financial

services.

The Farm Credit System is considering a legislative proposal to

clarify the Banks for Cooperatives' lending authorities to finance

O
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rartnerships, subsidiaries, and other ventures--provided that an
eligible borrower or g.sup of borrowers maintains a matority interest
or control of the operation. Such a clarification of the Banks for
Cooperatives' lending zuthorities would promote economic development
in rural areas and streigthen the financial condition of our

borrowers--and do so at no cost to the governnent.

I want to commend this committee for considering ways to improve
economic conditions in rural America. The Farm Credit System's Banks
for Cooperatives are well situated to play an important role in
helping to revitalize rural America and we look forward to that
challeige. I appreciate the opportunity to present our views on this
subject.

I will be happy to respond to any questions.
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TESTIMONY

U.S. HOUSE OF REPRESENATIVES
AGRICULTURE COMMITTEE
SUBCOMMITTEE ON CONSERVATION,
CREDIT AND RURAL DEVELOPMENT
MAY 19,1987
PRESENTED BY:
Jeffrey J. Fox
Vice-President of

Legislation
Communicating for Agriculture

MR. CHAIRMAN, MEIBERS OF THE COMMITTEE. I AM JEFF FOX,
VICE PRESIDENT OF LEGISLATION OF COMMUNICATING FOR AGRICULTURE
(CA). I AM HERE ON BEHALF OF CA.

COMMUNICATING FOR AGRICULTURE IS A NATIONAL NONPROFIT
NONPARTISAN ORGANIZATION WHOSE MEMBERS ARE PRIMARILY FARMERS,
RANCHERS AND SMALL BUSINESS PEOPLE. CA HAS OVER 40,000 MEMBERS
NATIONWIDE AND MEMBERS IN OVER 45 STATES.

CA SURVEYS ITS MEMRERS ANNUALLY. THROUGH THIS SURVEY, OUR
MEMBERSEIP CHOOSES AND RANKS THE ISSUES WE WOFK ON.

COMMUNICATING FOR AGRICULTURE, SINCE IT BECAME A NATIONAL
ORGANIZATION (TEN YEARS AGO), HAS BEEN INVOLVED IN A NUMBER OF
ISSUES AFFECTING THE QUALITY OF LIFE IN RURAL AMERICA.

CA HAS BEEN INVOLVED AT THE STATE AND NATIONAL LEVELS ON
SUCH ISSUES AS BEGINN..WG FARMER PROGRAMS, DEBT RESTRUCTURING AND
IS RECOGNIZED AS AN EXPERT ON HEALTH RISK POOLS.

1
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COMMUNICATING FOR AGRICULTURE THROUGH ITS MEMBERSHIP AND ITS
LEASDERSHIP HAS DETERMINED THAT RURAL DEVELOPMENT IS A TOP
PR1VRITY. WE BELIEVE THAT RURAL AMERICA CAN PROVIDE THE WORX
FORCE, THE QUALITY OF LIFE AND THE GPIORTUNITY FOR GROWTH IN NEW
AND EXPANSION OF EXISTIN, SMALL BUSINESS.

RURAL AMERICA HAS A HIGHLY QUALIFIED, TRAINABLE AND WILLING
WORK FORCE.

WITH THE GROWTH .r HIGH TECH AND SERVICE INDUSTR' JOBS THE
WORK FORCE IS NO LONGER REQUIRED TO LIVE IN LAKGE METRO AREAS.
THUS, RURAL AMERICA'S QUALITY OF LIFE CAN NOW BE ATTAINED.

SMALL BUSINESSES, WHICH FIT WELL INTO RURAL AMERICA'S
LANDSCAPE, CONTINUE TO PROVIDE MORE AND MORE OF OUR NEW JOBS.

COMPARISION

Small Business Large Business
1676 34,334,418 33,512,802
1984 45,126,964 40,229,053
Net gain in jobs 10,292,546 6,716, 251
In another comparison-

Small pusiness Large Busines-
1980 45,585,170 %9.282.320
1984 49,868,711 40,479,307
Net gair jobs 4,391,541 1,196,986

* (FIGURES FROM THE NATIONAL FEDERATION OF SMALL BUSINESS)
FROM 1980 TO 1984 SMALL BULZINESS IROVIDED MORE THAN 2 NEW JOBS
FOR EVERY ONE NEW JOB PROVIDED BY LARGE BUSINESSES.
IN SEPTEMBER OF 1986 CA STARTED WORKING WITH THE UNDER
SECRE1ZRY’S OFFICE OF THE DEPARTMENT OF AGRICULTURE, ON A RURAL
DEVELUPMENT PROGRAM CREATED b: SITTION 1323 OF THE 1985 FOOD
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SECU ITY ACT. THIS PROGRAM IS DESIGNED TO BENEFIT RURAL AMERICA.
THIS PROGRAM IS DESIGNED TO PROVIDE GUARANTEED LOANS AND GRANTS
TO DEVELOPMENT IN RURAL COMMUNITIES. IN APRIL OF 1987, CA'S
BOARD OF DIRECTORS PASSED A RESOLUTION WHICH STATES:

"BE IT RESOLVED BY THE ASSEMBLED MEMBERSHIP OF COMMUNICATING
FOR AGRICULTURE THAT CA SEEK COOPERATION BETWEEN PRIVATE
ORGANIZATIONS AND ALL LEVELS OF GOVERNMENT TO PROMOTE RURAL AND
COMMUNITY DEVELOPMENT WHICH WILL ENHANCE FAMILY FARMS, RANCHES
AND SMALL BUSINESSES IN RURAL AMERICA."

CA, IN THE PAST, HAS HAD GREA® SUCCESS AS A CLEARING HOUSE
OF INFORMATION ON VARIOUS SUBJECTS ON A STATE BY STATE BASIS.
SINCE APRIL, COMMUNICATING FOR AGRICULTURE HAS BEEN GATHERING
INFORMATION AND DATA ABOUT STATE DEVELOPMENT PROGRAMS,

WE HAVE FOUND IN OUR INITIAL CONTACT WITH THE STATES THAT
THERE ARE AS MANY PROGRAMS AS THERE ARE STATES. EACH STATE USES
A DIFFERENT TERMINOLOGY; STATE "A'" MAY CALL THEIR PROGRAM JOBS
DEVELOPMENT; STATE "B", MAY CALL THEIR PROGRAM ECONOMIC
DEVELOPMENT; STATE "C" MAY HAVE SOME OTHER DEFINITION. SOMR
STATES HAVE NO SUCH PROGRAMS OR THEIR PROGRAMS HAVE NO FUNLING.

WE HAVE PROVIDED, TO THE COMMITTEE, AN INITIAL SUMMARY OF
WHAT WE ARE FINDING AT THE STATE LEVEL FOR ECONOMIC/RURAL
DEVELOPMENT PROGRAMS. THIS INITIAL SURVEY IS NOT BY ANY MEANS
COMPLETE, AND WE WILL CONTINUE TO GATHER THE NECESSARY
INFORMATION. ALSO, INCLUDED WITH THAT INFORMATION IS SOME
BACKGROUND INFORMATION ON COMMUNICATING FOR AGRICULTURE.

CURRENTLY CA IS WORKING ON A MODEL FOR RURAL DEVELOPMENT.
WE ARE LOOKING AT COMMUNITIES THAT HAVE HAD SUCCESS IN CREATING

Page 3
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NEV ECONOMIC OPPORTUNITIES. WE HOPE TO HAVE THIS MOLEL
COMPLETED IN THE NEAR FUTURE. WE WILL THEN MAKE THE MODEL
AVAILABTE TO OTHERS WHO ARE TRYING TO CREATE NEW ECONOMIC
OPPORTUNITIES IN RURAL AMERICA.

BECAUSE STATE FROGRAMS VARY, WE BELIEVE THAT ANY FEDERAL
PROGRAMS INVOLVING RURAL DEVELOPMENT NEED 10 BE PLEXIBLE IN ORDER
FOR EACH SIATE T0 ADAPT. WE RECOGNLZE THAT WHEN AN ENTITY
APPROPRIATES MONEY FOR A SPECIFIC PROGRAM OR PROJECT THEY WILL
HAVE TO HAVE SOME TYPE OF CONTROL ON HOW THAT MONEY IS SPENT.
HOWEVER, IT IS WIDELY ACCEPTED THAT LOCAL INPUT, IMPLEMENTATION
AND CCNTROL IS NEEDED IN ORDER FOR ECONOMIC DEVELOPMENT PROJECTS
TO BE SUCCESSFUL.

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, THERE HAVE BEEN
DISCUSSIONS AND PROPOSALS TO BRING EXISTING AND/OR NEW RURAL
DEVELOPMENT PRCPOSALS UNDER THE CONTROL OF ONE AGENCY OR ENTITY.
WE SUPPORT THIS EFFORT. WE SEE THE SAME THING TAKING PLACE AT
THE STATE AND LOCAL LEVELS. THESE ACTIONS HAVE ELIMINATED MUCH
OF THE CONFUSION AND PROVIDE BETTER ALL AROUND INFORMATION AND
SERVICES.

IN TALKING WITH STATE ECONOMIC DEVELOPMENT OFFICIALS IT HAS
BECOME CLEAR THAT THEY BELIEVE THAT EXPANSION AND START UP OF NEW
AND EXISTING BUSINESSES WILL BE CREATED FROM LOCAL AREAS, (50 -
100 MILE RADIUS) THROUGH LOCAL IDEAS AND FROM LOCAL PEOPLE. ONE
OF THE ELEMENTS TO ENSURE SUCCESS AT THE LOCAL LEVEL IS FOR THE
LEAPERS TO HAVE ACCESS TO INFORMATION. IN ORDER TO ACQUIRE THIS
INFORMAY.ON, THEY NEED RESEARCH. IN ORDER FOR THE RESEARCH TO
TAKE PLAF, THEY NEED FUNDS.
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NEW JOBS MUST BE CREATED IN RURAL AMERJCA TODAY. WE DO NOT

BELIEVE THAT MOVING A BUSINESS FROM ONE STATE OR COMMUNITY

TO ANOTHER CREATES NEW JOBS. Wi BELIEVE THAT NEW IDEAS CREATE

NEW JOBS. UNFORTUNATELY THESE NEW IDEAS ARE FNIESTED AND

THUS THERE IS AN ELEMENT OF RISK INVOLVED.

BEFAUSE OF THE RISK INVOLVED THERF IS A MIED FOR RISK CAPITOL.
" RISK CAPITAL BEING THOSE MONIES THAT CAN BE USED TO START UP

NEW BUSINESSES. MOST CONVENTIONAL LENDERS ARE UNLIKELY TO

PROVIDE FUNDING OF THESE NEW BUSINESSES BASED ON NEW IDEAS.

THIS IS AN AREA IN WHICH GOVERNMENT (WHETHER LOC.L, STATE OR
NATIONAL) CAN PLAY A VERY IMPORTANT PART. THIS CAN BE DONE
WITH LOAN GURRANTEES OR GRANTS.

WE DO BELIEVE THAT THE WORK THAT IS BELNG DONE BY THIS
COMMITTEE IS CRUCIAL TO RURAL AMERICA. THIS COMMITTEE'S WORK,
AND HEARINGS SUCH AS THIS HELP DRAW AND 7yOCUS THE PUBLIC'S
ATTENTION ON THE NEEDS OF RURAL AMERICA. ALL OF US KNOW, THAT
THE NEED FOR RURAL DEVELOPMENT IS VERY REAL AND IN IT LIES THE
FUTURE OF OUR RURAL COMMUNITIES.

MR. CHAIRMAN, MEMBERS OF THE COMMIIIEE, AS I STATED
EARLIER, WE LOOK FORWARD TO WORKING WITH YOU ON WHAT WE BELIEVE
IS A LONG TERM PROJECT, A LONG TERM PROCESS. ONE OF THE BENEFITS
OF BEING A MONPROFIT, NONPARTISAN ORGANIZATION IS THAT WE
SOMETIMES CAN WORK IN AREAS THAT OTKERS CANNOT. WE FEEL THAT THIS
15 A VERY USEFUL TOOL, NOT ONLY TO OUR MEMBERSHIP, BUT ALSO TO
OTHER GROUPS AND ENTITIES THAT WE WORK WITH.

MR. CHAIRMAN, MEMBERS OF THE COMMITTLE, [ KNOW THAT YOU ARE
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PRESSED FOR TIME. 1'VE ATTEMPTED TO KEEP MY REMARKS BRIEF. AT
THIS TIME 1 WOULD BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY HAVE
OR IF ANYONE WOULD LIKE TO CONTACT US LATER, WE WOI'LD BE HAPPY TO
PROVIDE YOU WITH INFORMATION THAT WE HAVE.

THANK YOU MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. WE
APPRECIATE THE TIME AND EFFORT THAT YOU HAVE PUT FORTH ON BEHALF
OF RURAL AMERICA.

(Attachment follows.)
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COMMUNICATING FOR AGRICULTURE
INITIAL FINDINGS ON

STATE ECONOMIC DEVELOPMENT RESEARCH
MAY 15, 1987

ALABAMA's Department of Agriculture h s formed a study unit
designed to "seek creative solutions" tu the problems of
depressed rural areas.

ARIZONA--The University of Arizona is currently trying to develop
an apple-growing industry in Cochise County, wh:ch is now a
depressed area in which cotton traditionally has been raised.

CALIFORNIA has ambitious rural economic development plans
underway. Its "Rural Renaissance Program" was approved in
September and became official in January, with two components:
Eight million dollars already appropriated, available to
California's 41 rural counties on a $2 per capita basis, for the
fundinf of nrojecta that can result in job creation and economic
revitalization; and an infrastructure grant and loan program, to
fund public improvements that would serve economic development
purposes. The current state budget bill, now pending in the
legislature, would appropriate $30 million for the latter
component .

COLORADO governor has set up a series of committees focusing on
agriculture, development and tourism. There are five committees
for each, one for each part of the state. Meetings of the
committees started in April and the relationship between the
three areas of concern is being st'essed. Rerommendations coming
out of these meetings ave expected to result in legi.lation,
including rural development legislation.

CONNECTICUT ia extending some efforts in job retraining and is
workIng to attract value-added industries. However, according to
a spokesperacn, not & great deal has been achieved to date.

FLORIDA's Jepartment of Agriculture recertly hlred a specialist,
T, fton Savoy, to develop a rural development plan for the
state. The first thrust of it is a piere of legislation now
pending called the "Agricultural Economic Development Policy
Act," whose language aim is the creation of jobs in rural areas
without polluting the environment. The thrust is to be
especially toward developing new industries based on the
potential that already exists, rather *han attracting existing
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industry away from other states. Value-added projects are being
especially emphasized, and business assistance planning and
various ‘types of incentives would be offered. The legislation
has just passed out of both agricultu~e committees.

GEORGIA's Department of Agriculture has a policy of locating its
newer leboratories and facilities in rural areas, to stimulate
the economy when possible. The state also builds livestock
facilities in rural areas and leases them to private individuals.

IDAHO's legialature recently created a small agricultural
marketing board to help farmers sell their products.

ILLINOIS' Legislature is currently considering a "Harvest the
Heartiand” legislation that would provide different sources of
funding for research into the development of a number of
activities in connection with agricultural diversification and
agriculture-related technology. In 1986, Governor James Thompson
annuvunced a number of rural development related actions,
including a number of research projects aimed at diversification
and value-added agricultural activities, as well as a requirement
that at least 25 percent of state expenditures be directed toward
rural areas.

INDIANA's legislature just passed a bill agpropriating $400,000
per year for a value-added center, to develop new uses for
agricultural pioducts and attract value-added industries.

KANSAS--A Commission on the Future of Kansas, consisting of
Farmers, bankers, etc., has initiated some proposals that are
expected to be the basis for legislation. Rural economic
development, with emﬂhasia on food processing plants, etc., is
one of the areas emphasized. Diversification is another. The
report is not ycot printed in final form. Also, Kansas State
University has a Kansas Center for Rural Initiatives, which is
basically a study and research group, aimed at developing ideas
in a number of areas to help the rural sector, including rural
economic development.

KENTUCKY Department of agricuiture has initiated a propgram calied
» 8 computerized service which attempts to match
producers and markets.

MAINE's legislature is now considering a "Job Opportunity Zones"
measure, introduced at the governor’s request. It «ould provide
incentives for job creating in designated areas.

MARYLAND is emphasizing an Agriculture Development Plan that 1is
now In developmental stages. It's due on the governor's desk
July 1, after which hearings for public input will be scheduled.
The result is due to be crafted into legislation for the 1988
session. It is felt that a well developed aquaculture industry
could do more for the rural part of the state than anything else,
and could eventually rival the state's broiler industry.

MINNESOTA-~-The Minnesota Legislature is considering a piece of
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all-around economic development legislation that started out has
rural and still has strong rural components. Among other things,
it would establish a Rural Development Board, which would have
sccess to a $9.3 million rursl rehabilitation fund and could
provide loans and investments in rural areas to stimulate
development or create new jobs. It would also invest money in
companies that would create new jobs in depreased areas.

NEBRASKA's Legislature is considering an agricultural promotion

ch would create new ugriproceasing and diversification
positions in the Depertment of Agriculture. The bill is expected
to pass within two weeks. The legialature ia alao considering a
bill to give tax credits to businesses who hire at least 20
people. It's aim is not specifically rural, but it is felt that
it would help rural sreas. Yet another bill would establish 12
different centers to encourage and promote (with counseling,
financing, etc.) new businesses getting started.

NORTH DAKOTA's Department of Economic Development is working
toward a number of goals, most of which relate to the development
of "home-grown" industries, especially in the value-added area.
Some resu?tl have been achieved through these efforts. The
thrust isn't strictly rural, but much of it materializes in rural
areas.

NORTH CAROLINA seems to be the current leader amon¥ states in
rural economlc development efforts. The current efforts stem
from a Jobs Commission created 18 months ago by the Lt.
Governor's Office. Thirty-eight recommendations came out of the
commission, and while many 5f them included the rural sector,
three were spec.fically rural; Tax credits for jobs for
distressed rural areas, state assistance to communities for water
and sewer funds, and the formation of a Rural Economic
Development Center. The latter is now underway, chartered as a
nonprofit organization with & Board of Directors and serd

funding from state foundations and corporations. The legislature
is now considering an annual $2 million appropriation for it.

The center is env?sioned as an area in which the public and
private sector can come together and coordinate their activities
and identify needed new initiatives and expansion of existing
efforts. Also, the center is seen as a clearinghouse for
information on rural economic development activities nstionwide.
Information is already being gathered in all states. Resear-h
and development projects are also a priority item with the
center.

OHIO's Agricultural Extension Department is working with the
state and local governments to attract industries. Also, Ohio
State University has 1 Business Retention and Expansion Program,
which emphasizes the retention aspect and offers some advice and
state funding to municipalities toward this end. It isn't aimed
specifically at the rural sector but it is felt that it does
provide much assistance to the rural sector.

OKLAHOMA's legislature is currently considering bills related to
rural economic development. One would authorize loans through
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the Treasurer's Office for farmers who want to diversify. The
other is a study bill, on the feasibility of setting up food
processing plants in Oklahoma.

PENNSYLVANIA's governor has recommanded a budget now unde
consideration in the legislature that would contain a $3 million
line item for agriculture diversification. It would provide
state assistance and matching loans for value-added industries
and research projects for new uses for animal waste.

SOUTH CAROLINA is working to develop more agricultural
diversification and state agriprocessing industry. The
Department of Economic Development and the Agriculture Department
are working together to get more agriprocessing industries into
the state, stressing lower transportation costs to population
centers such as New York City and Washington, D.C. Also being
offered are incentlves for diversification. For example, work is
being done to develop crawfish and kiwi fruit industries in the
state.

SOUTH DAKOTA--Raised its state sales tax by 11 for one year to
generate new state revenues for economic development.
Anticipation of $40 million will be generated which will be used
to create new jobs, etc. This is to be a revolving fund. A
Commission has been created to administer the program.

TEXAS' Department of Agriculture has for a number of years been
working, through financiai incentives, for the establishment of
more agriprocessing facilities in the state. The Department also
provides incentives and assistance for agricultural
diversificaticn. A number of acconplishments have been made in
both areas. Currently, the legislature is considering a
legislative package collectively known as the "Agricultural
Development bills" that would greatly increase ‘he incentives for
agriprocessing and diversification.

VIRGINIA has a Rural Development Foundation to encouvage
industries to locate in rural areas and to encourage
entrepreneurship, but it hasn’t gone into effect because of lack
of funding. There has been no state appropriation for it because
it was assumed that the state was golng to get some money that
was earmarked in the U.S. Farm Bill for state rural economic
development purposes. However, according to a Department of
Agriculture spokesman, the money apparently went to other states.

WYOMING's Economic Development and Stabilization Board is

T volved in a number of financing projects relating to
value-added industries, both agricultural and industrial. 1It’'s
been in operation two years, and a number of food processing
plants have been started as a result. The Agriculture Departme¢nt
is also helping individuals ¢o develop food-related industries,
particularly in the gourmet area, but also those dealing with
cattle slaughtering and sheep products.
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4 National
Association of
Towns and Townships

STATEMENT OF THE
NATIONAL ASSOCIATION OF TOWNS AND TONNSHIPS
AT HEARINGS BEFORE THE
HOUSE AGRICULTURE COMMITTEE
CONSERYATION, CREOIT ANO RURAL OEVELOPMENT SUBCOMMIT™EE
MAY 19, 1987

MR. CHAIRMAN, MY NAME IS JEFFREY SCHIFF. I AM EXECUTIVE
DIRECTOR OF THE NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS. OUR
MEMBERS ARE MORE THAN 13,000 TOWNS, TOWNSHIPS AND SMALL
COMMUNITIES NATIONWIDE WHICH ARE REPRESENTATIVE OF THE MAJORITY
OF GFNERAL PURPOSE GOYERNMENTS IN THE UNITED STATES. THAT
STATISTIC MAY BE A SURPRISING ONE FOR MEMBERS OF THE COMMITTEE,
BUT IT IS IMPORTANT TO VIEW OUR TESTIMONY IN LIGHT OF THIS FACT:
OF THE 39,000 GENERAL PURPOSE LOCAL GOVERNMENTS IN THE UNITED
STATES -- THAT IS, EVERY MUNICIPALITY, COUNTY, TOWN AND TOWNSHIP
-- SEVENTY-TWO PERCENT ARE UNDER 3,000 IN POPULATION. HALF OF
ALL GENERAL PURPOSE GOVERNMENTS ARE UNDER 1,000. WE ARE A NATION
OF SMALL TOWNS, MR. CHAIRMAN, AND WE THINK IT'S IMPORTANT FOR THE
FEDERAL GOYERNMENT TO REMEMBER THAT.

I KNOW THAT I AM SINGING TO THE CHOIR HERE, BECAUSE I KNOW
YOU RECOGNIZE THE CRITICAL SITUATION FACING OUR SMALL GOVERNMENTS
AND THEIR CITIZENS. ON BEHALF OF ALL OF QUR MEMBERS I WANT TO
THANK YOU FOR INITIATING A DIALOGUE THROUGH THE INTRODUCTION OF
YOUR “RURAL REVITALIZATION ACT OF 1987," WHICH CONTAINS VALUABLE
AND SENSITIVE PROVISIONS DIRECTED AT IMPROVING THE ECONOMIC
CLIMATE IN RURAL AMERICA.

1522 K Strast Northwast Suita 730 Washington D C 20008 Talaphone (202) 737 5200
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WE SUPPORT PROGRAMS SIMILAR IN CONCEPT TO YOURS, MR.
CHAIRMAN, AND STAND READY TO HELP GAIN SUPPORT FOR YOUR IDEAS.
MUCH CAN BE ACCOMPLISHED THROUGH PROGRAMS DESIGNED . PROVIDE
CAPITAL ANO TECHNICAL ACSISTANCE TO SMALL COMMUNITIES. WE
APPLAUD YOUR APPROACH BECAUSE IT DOES NOT TRY TO SCALE DOWN
MASSIVE PROGRAMS TO FIT SMALLER COMmUNITIES, BUT RATHER
RECOGNIZES THE NEED TO BUILD UPON LOCAL RESOURCES -- LOCAL
BUSINESSES -~ STRENGTHENING WHAT PRESENTLY EXISTS. I THINK ME
ALL REALIZE HOW UNREALISTIC (T IS TO ENCOURAGE MOST SMALL
COMMUNITIES TO COMPETE IN THE LIMITED, SOPHISTICATED MARKET WHICH
PINS ALL HOPES ON TRYING TO ATTRACT BRANCH PLANTS OF LARGE
CORPORATIONS; THIS IS ANOTHER MANIFESTATION OF THE THEORY WHICH
TRIES TO TAKE METHODS WHICH DO WORK FOR LARGER MUNICIPALITIES AND
SQUEEZE THEM DOWN TO FIT THE SMALLER ONES. THAT APPROACH JUST
DOESN'T WORK.

WHAT DOES WORK IS TARGETED SUPPORT THROUGH MECHANISMS THAT
REACH INTO SMALL COMMUNITIES, AND THERE IS A GREAT DEAL THAT THE
FEDERAL GOYERNMENT CAN DO TO PROVIDE THIS KIND OF SUPPORT WITHOUT
SPENDING HUGE SUMS.

I KNOW CONGRESS LIKES TO THINK IN TERMS OF MASSIVE PROGRAMS
AND HAS, HISTORICALLY IN FACT, BEEN RELUCTANT TO PROVIDE SMALLER
SUMS ON THE ASSUMPTION THAT "NOBODY CAN DO ANYTHING WITH THAT
SMALL AMOUNT OF MONEY." CONGRESS NEEDS TO REMEMBER THE UNIQUE
CHARACTER OJF SMALL GOVERNMENTS WHEN IT DEVELOPS NEW PROGRAMS --
IT NEEDS TO REMEMBER THAT ALL "LUCAL GOYERNMENT" IS NOT THE SAME
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ALL TOO OFTEN, FEDERAL POLICIES ARE IMPLEMENTED WITH NO
THOUGHT TO THE CAPACITY OF RURAL GOVERNMENTS. A COMMUNITY OF 490
IS ASSUMED IN MOST CASES TO HAVE THE SAME CAPACITY IN TERMS OF
REVENUE RESOURCES AND STAFFING AS A CITY OF 49,000. SMALL
COMMUNITIES ARE ASSUMED TO HAVE -~ AT THE LEAST -- A STAFF, A
PAYROLL, A PHYSICAL PLANT, COMPUTERS, ACCOUNTANTS, LAWYERS,
ENGINEERS, FUNDS AT THEIR DISPOSAL, AND OPTIONS IN PROYVIDING
SERVICES BOTH IN TERMS OF WHAT SERVICES THEY PROVIDE AND HOW THEY
DELIVER YHEM. THE FACT REMAINS THAT MOST RURAL GOVERNMENTS HAVE
EXTREMELY LIMITED RESOURCES -- AS YOU YOURSELF UNDERSTAND, MR.
CHAIRMAN, COMING FROM YOUR RURAL DISTRICT IN TENNESSEE. WE KOPE
THAT, AS YOUR LEGISLATION PROCGRESSES, WE CAN JOIN YOU IN RAISING
THE UNDERSTANDING AMONG YOUR COLLEAGUES AS TO THE TRUE COMPLEXION
OF RURAL AMERICA AND THE TOOLS WHICH MUST BF MADE AYAIL’BLE IN
ORDER TO ACHIEVE CONGRESSIONAL INTENT IN PROGRAMS DESIGNED FOR
SMALL TOWNS.

SOME OF THOSE TOOLS YOU HAVE IDENTIFIED IN YOUR LEGISLATION.
WE PARTICULARLY APPRECIATE YOUR EMPHASIS ON INNOVATIVE AND
ALTERNATIVES APPROACHES -- THE RECOGNITION THAT THERE IS A LOT
THAT CAN BE DONE OUT THERE THROUGH COOPERATIVE EFFORTS UTILIZING
LOCAL EXPERTISE WITH A B0OST FROM RELATIVELY SMALL AMOUNTS OF
FEDERAL DOLLARS. THE RURAL DEVELOPMENT LOAN FUND IS A PRIME
EXAMPLE. THIS KIND OF REVOLYING LOAN FUND CAN BE INVALUABLE TO
SMALL COMMUNITY DEVELOPMENT EFFORTS. ACCESS TO CAPITAL FOR SHALL
FIRMS AND RURAL AREAS IS A GLARING DEFICIENCY IN MOST FEDERAL
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APPROACHES. 1IN AN ERA OF CONSTRICTED FEDERAL FUNDING, REYOLVING
LOAN FUNDS REPRESENT A VIABLE WAY TO INFUSE NEEDED CAPITAL WHILE
LIMITING kECURRING FUNDING OUTLAYS. THEY ALSO LEND THEMSELVES TO
APPROPRIATELY SCALED MANAGEMENT AT THE LOCAL LEVEL AND CAN BE
LEVERAGED WITH OTHER AVAILABLE FUNDS.

ANOTHER EXAMPLE WE WHOLEHEARTEDLY ENDORSE IS YOUR $25
MILLION PILOT PROJECT FOR BUSINESS DEVELOPMENT WHICH WILL ANALYZE
AND IDENTIFY OPPORTUNITIEZS TO DRAW UPON LOCAL ECONOMIC AND HUMAN
RESOURCES, SEARCH OUT, TRAIN, AND EXTEND MANAGEMENT AND TECHNICAL
ASSISTANCE TO LOCAL BUSINESS PEOPLE, AND HELP MOBILIZE CAPITAL
FROM INSIDc AND OUTSIDE THE LOCAL COMMUNITY.

BY SPECIFICALLY TARGETING PROJECTS FOR COMMUNITIES WITH
POrULATIONS OF 20,000 AND UNDER, YOU ARE ASSURING THAT ASSISTANCE
GOES TO THE MOST NEGLECTED AND UNDERRATED GOVERNMENTS AND THEIR
CITIZENS IN THE UNITED STATES -- AND NOT INCIDENTALLY THE PEOPLE
WHO HISTORICALLY HAVE SET THE EXAMPLE FOR INDEPENDENCE AND SELF-
RELIANCE. WE FEEL STRONGLY THAT THESE PEOPLE -- CITIZENS OF
SMALL COMMUNITIES AND THEIR LOCAL LEADERS -- WANT TO BE
INDEPENDENT AND SELF-RELIANT AGAIN. WHAT THEY NEED IS A FIGHTING
CHANCE AND AN OPPORTUNITY TO LOOK AT THEIR ECONOMY FROM A NEW
PERSPECTIVE.

IN YOUR OWN STATE OF TENNESSE:, MR. CHAIRMAN, AS I'M SURE
THAT YOU ARE AWARE, THERE ARE CREATIVE, INDUSTRIOUS PEOPLE
TURNING THEIR FUTURES AROUNO. IN HANCOCK COUNTY, TENNESSEE, FOR
INSTANCE, OOROTHY ANO MARGARET BRUDECKI HAVE TURNED A HOBBY
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MAKING CORNHUSK DOLLS INTO A PROSPEROUS BUSINESS WHICH HAS
CREATED THIRTY JOBS WITH FOUR MORE PEOPLE TRAINED AND READY TO
COME ON BOARD “AS SOON AS WE CAN GET SOME MORE TABLES AND CHAIRS
IN HERE," AS DOROTHY BRUDECKI SAYS.

OYER IN GRUNDY COUNTY, FARMER JOE MARLOWE IS DEVELOPING A
CALIFORNIA-STYLE WINERY. SOME CREATIVE THINKING AND SOME HELP
FROM THE TENNESSEE YALLEY AUTHO .TY AND AGRICULTURAL ANALYSIS
FROM THE STATE UNIVERSITY HAS TRANSFORMED THE COMMUNITY BY TYING
TOGETHER THE WINERY, THE VINEYARD, AND THE ATTRACTIVE MOUNTAIN
TERRAIN, CREATING A CLIMATE FOR TOURISM AND A WHOLE NEW SOURCE OF
JOBS. SIMILAR TRANSITIONS ARE HAPPENING IN NEARBY JAMESTOWN,
WHERE CARL EDWARDS PROYIDES JOB TRAINING AND EMPLOYMENT FOR 35
PEOPLE THROUGH HIS COMPANY, MICRO METALS, WHICH MANUFACTURERS
PRECISION PARTS. AS MR. EDWARDS POINTS OUT, THIS IS THE WAY
COMMUNITIZS GROW. “WE WANT TO HAVE TOOL AND DIE MAKERS HERE THAT
HOPEFULLY, SOME DAY, WILL START THEIR OWN TOOL AND DIE SKOPS
WHICH WILL IN TURN CREATE MORE JOBS FOR JAMESTOWN,* HE SAYS.

EFFORTS SUCH AS THESE DESERYE FEDERAL SUPPORT, MR. CHAIRMAN,
AND CERTAINLY YOUR INITIATIVE W'LL PROYIDE A GREAT DEAL OF
ENCOUKAGEMENT AND INCENTIYE FOR SMALL COMMUNITIES. THERE ARE
OTHER FEDERAL PROGRAMS THAT COULD PROYIDE TOOLS FOR RURAL
AMERICA. BUT FOR THE MOST PART SMALL COMMUNITIES DO NOT HAVE
ACCESS TO THEM BECAUSE, ONCE AGAIN, WE JUST DON'T HAVE THE
RESOURCES FOR MATCHING GRANTS OR THE EXPERTISE TO CCMPETE WITH
LARGER PLACES OR STATE MONEY. IT IS UNCONSCIONARLE THAT A
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PERVASIVE BIAS HAS CREPT INTO FEDZRAL PROGRAMS WHICH EFFECTIVELY

SHUTS OUT SMALL GOVERNMENTS, AND IN ORDER TO ADDRESS THIS

INEQUITY, NATaT STRONGLY SUPPORTS THE INCLUSION OF THE FOLLOWING

PROYISIONS IN ANY NEW FEDERAL RURAL DEVELOPMENT INITIATIVES:

ERIC
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FIRST, REQUIREMENTS FOR MEANINGFUL CONSULTATION
WITH LOCAL OFFICIALS ON THE DESIGN AND
IMPLEMENTATION OF SMALL TOWN PROGRAMS, ESPECIALLY
THOSE BEING CHANNELED THROUGH STATE GOVERNMENTS,
IT IS OUR EXPERIENCE, MR. CHAIRMAN, THAT LEFT TO
THEIR OWN DEYICES, MOST STATES PASS THROUGH AN
ABSOLUTE MINIMUM OF TECHNICAL ASSISTANCE OR
FUNDING TO SMALL COMMUNITIES.

SECONDLY, A REQUIREMENT THAT STATES MAINTAIN THEIR
OWN EFFORT RATHER THAN REDUCING THEIR
PARTICIPATION IN PROGRAM AREAS WHEN FEDERAL FUNDS
BECOME AVAILABLE;

THIRD, ELIMINATION OR ADJUSTMENT OF DE MINIMIS
LEVELS IN FEDERAL PROGRAMS WHICH IMPLY THAT ONLY
8IG DOLLAR PROJECTS ARE EFFECTIVE;

FOURTH, A REQUIREMENT THAT DATA BE COLLECTED ON
SMALL GOVERNMENTS AND MADE AVAILABLE IN USABLE
FORM (NO) COMPUTEP TAPES), SO THAT CITIZENS OF
RURAL AREAS HAVE AT LEAST A FAIR CHANCE TO MAKE
THEIR CASE,

ro
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-- FIFTH, SET-ATIDES FOR SMALL GOVERNMENTS BELuW
20,000 POPULATION; AND FINALLY,

-~ ENCOURAGEMENT OF INNOVATIVE AJD ALTERMATIVE
APPROACHES WHICH STILL MEET THE THRUST OF
CONGRESSIONAL INTENT, BUT THAT MOVE AWAY FROM ONE,
UNIFORM “WAY TO GO" FOR LARGE AND SMALL PLACES
ALIKE.

WE CERTAINLY APPRECIATE YOUR SENSITIVIT TO THE DIVERSE
NATURE OF RURAL AMERICA AND YOUR ACKNOWLEDGEMENT THAT ONE
SOLUTION IS NOT GOING TO FIT EVERY COMMUNITY, MR. CHAIRMAN, ANO
WE ESPECIALLY WANT TO THANK YOU FOR YOUR SUPPORT OF OUR OWN
EFFORTS IN THIS REGARD: OUR "HARYESTING HOMETOWN JOBS" PROGRAM
WHICH WILL BE INTRODUCED IN A SPECIAL SHOWING TOMORROW IN THE
CAPITOL BUILDING. "HARVESTING," AS YOU KNOW, CONSISTS OF A
SIMPLE GUIDEBOOK THAT CAN BE USED BY ANYONE IN A SMALL TOWN WHO
WANTS TO "GET THINGS GOING.® ALONG WITH A VIDEO OR FILM
PRESENTATION FEATURING INTFRVIEWS WITH LOCAL PEOPLE FROM SMALL
COMMUNITIES IN DIFFERENT REGIO:S AROUND THE COUNTRY WHO HAVE
TAKEN POSITIVE STEPS TG TURN THEIR FUTURES AROUND. THE PEOPLE I
MENTIONED EARLIER FROM TENNESSEE, IN FACT, ARE FEATURED IN THE
"HARYESTING" VIDEO.

IT IS THROUGHF EFFORTS SUCH AS THIS -~ SMALL IN SCALE 8UT
POWERFUL IN THE ABILITY TO INSPIRE AND EOUCATE -- THAT RURAL
AMERICA CAN TAKE HOLD AGAIN. YOUR LEGISLATION CAN PROVIOE

INCENTIVE AND INITIATIVE FOR A GREAT MANY MORE SUCCESS STORIES
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LIKE HANCOCK COUNTY, TENNESSEE -- AND CROSSCREEK TOWNSHIP IN
PENNSYLVANIA, AND FLOODWOOO, MINNESOTA, AND OTHER SMALL
COMMUNITIES WHICH ARE IN THE YANGARD OF RURAL REVITALIZATION. WE
ENCOURAGE YOU TO CONTINUE TO SUPPORT INNOYATION AND FLEXIBILITY
AS BASIC TOOLS WHICH MUST BE PART OF ANY REALISTIC APPROACH TO
GROWTH AND CHANGE IN AMERICA'S SMALL COMMUNITIES.

THANK YOU AGAIN FOR THE OPPCRTUNITY TO TESTIFY THIS MORNING.
WE LOOK FORWARD TO WORKING WITH YOUL AND YOUR STAFF AS THIS AND
OTHER RURAL LEGISLATION EVOLVES, AND WE WILL DO EVERYTHING WE CAN
TO SUPPORT YOUR EFFORTS.
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TESTIMONY
Prepared for a Hearing

of the

HOUSE AGRICULTURE COMMITTEE

Subcommittee vn Conservation,
and Rural Development

by
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William D, Heffernan, Ph.D.
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University of Missouri-Colmmbia
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Department of Rural Soclology

washington, D.C.
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ERIC

Aruitoxt provided by Eic:




ERIC

Aruitoxt provided by Eic:

122

Mr. Chairman and Members of the Committee: We appreciate
very much this opportunity to share with you our thoughts on ways
rural families and communities can be assisted at this time. We
will briefly review our research and then discuss how the
University of Missouri Extension Service is utilizing funds
received from Section 1440 of the 1985 Pood Security Act to
assist rural families and communities.

INTRODUCTION .

In the Midwest, some economic evidence suggests that
agricultural conditions are beginning to stabilize. Other
evidence suggests a continuing deterioration. Regardless of
whether the "crisis” nature of the farm problem may be subsiding
in some areas of the country, few would argue that economic
prosper!*v will return to the farm economy in the near future.

Bven if these economic conditions could be turned around in
the very near future, which is a most unlikely prospect, the
severe problems they have created for individuals, families and
communities will continue and must be addressed. Thus. immediate
efforts must be focused on helping those individuals, families,
and communities to cope with their current problems and find some
hope for a rewarding future, while the political and economic
debate continues on how to "solve" the laiger economic problems.
It should be noted that many of the domestic and international
factors which lead to problems in the agricultural economy are
also creating economic problems in such other extraction
industries as energy, miniug and forestry, as well as in rural
manufacturing.

Famil omkunity Consequences The consequences of the
financial probless in agriculture extend well into the rural
community. The human costs are felt not only by the farm

families, but by many others in rural areas. A recent report by
the U. 3. Senate Subcommittee on Intergovernmental Relations
(1986) traces some of the consequences for the rural community.
The decline in income and asset values have major impact on rural
communities and nonfarm families living in those communities.
The report suggests that the "long-term increase or decrease of
$64,000 in net fars income will add to, or cut back on local
commercial employment by one job."

With the real value of the agricultural base shrinking, with
increased tax delinquency rates and with tha decline in nonfara
income, employment and property values, th= impact on the public
sector is also dramatic. At a time when the demand for many of
the social services provided by the local community is on the
increase, the pase of revenue to support these services is on the
decline. Not only do many local communities find it difficult to
maintain the level of services they had in the 1970s, but many of
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the states most impacted are also unable to raise the necessary
revenue for such services.

The human costs of this ongoing crisis are not only borne by
the families that have loat their land, livelihood and lifestyle.
Other rural families who are continuing to farm and run
businesses have also experienced broken dreams and increasing
levels of stress as the value of their assets and family incomes
have been eroded.

The challenge The challenge for rural America is that of
rebuilding the social and economic systenm. Research has shown
that the social system is not meeting the needs of many families
suffering special hardships as the result of the economic chaos
in rural areas. Serious attention must be given to redeveloping
the social system and in redevelouping, or in many cases,
developing a new, sound economic base to replace some of that
being lost by agriculture.

RESEARCH FOCUSED ON FORMER FARM FAMILIES

As a result of questions raised over two years ago by a
member of this committee, we received funds through the Economic
Research Service of JSDA to conduact a study of families being
forced from their farms for financial reasons. The study sought
not only to document the process of losing one's farm, but also
to identify the special needs of these families during their
transitiun from farming and the assistance thuy received. We
interviewed all the families who had lost their farms because of
econoaic reasons in one of the more productive agricultural
cournties in Missouri. Forty-six families were identified as
having lost their farms between January 1 of 1980 and January 1
of 1985. Two of the families had left the community without
leaving a forwarding address. Two families experienced illness
and retirement along with economic problems, Onu family was
experiencing ‘uch severe illness that we chose not to interview
thes. One fasily refused to be interviewed saying that while
they hoped our study would succeed, it would be too painful for
then to share with us their experiences of losing their farm.

The responses from forty families suggested that only five
(12%) could think of any assistance they received from government
agencies, churches or any other organization in the community
when they were in the process of being forced out of farming.
One individual said, "People around here just stood by waiting to
sce if v2 would starve to death, and we almost did." This
finding was especially alarming since at that time, the county
provided a number of social services which could have assisted
the families. The county had a program for food stamps,

2
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commodity focds, physical and mental health assistance at little
or no cust, access to job retraining programs and other services.
In addition, there were pastors, church members and others in the
community who were concerned about the social well-being of local
citizens. The obvious qusstion raised is why are the available
3ervicss not utilized by families in nead. Additional data frox
our study give some insight.

All of the women and all but one of the men said they
ex~arienced depression in *he course of getting out of farming.
Two-thirds of the men and women said they withdrew from family,
friends and social activities. Thus, at the very time these
families needed to reach out to others for help, whether to
friends or government agencies, their reaction was to withdraw.

Withdrawal is one of the many consequences of depression
which impacts individuals and families especially at times of
long-term stress and/or when they are facing a crisis. This
tendency to withdraw is probably enhanced because these were
formerly proua, indepencent, middle class people. They were
accustomed to taking care of their own needs. Many of them were
ideologically opposed to many of the social service programs
because they felt they helped those unwilling to work.

Thus, the psychological cost of asking for w:lp is great.
In addition to the psychological cost is the soci:l cost. Por
many, asking for assistance is a public admissioan of failure.
Often the service agencies ars located in very public buildings
making the social cost even greater.

One-third to one-half of the men and women also indicated
they could not think rationallv or logically. The ability to
fully utilize cne's mental capabilities is limited when one is
experiencing depression. Thus, at a time whon farm families are
having to learn about bankruptcy, IRS rulings concerning
liquidation and the possible social service programs available to
assist their family, they are not thinking very clearly.

The respondents also indicated they experienced other
symptors of depression such as the inability to sleep, eating
disnrders, physicel aggressiveness and mood changes. All of
these consequences can have an impact on their ability both to
reach out for social services and to utilize thenm.

Essentially all of our social service, educational and other
assistance programs require that the people reach out and ask for
assistance. Evsn when we are concerned about a friend, we are
reluctant to invade their privacy and ask them if they need help.
Usually we wait for the individual to ask us for assistance.

| These individuals do not have the psychological and emotional
‘ strength to ask for such assistance. Assistance programs must be

3
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altered in ways that we can better reach out to those people irn
need.

Based on our study, we recomwm~nded that assistance and
alterations were needed in the follcwing six areas.

+ P ral economic development
. Mental health outreach
Information services

Job certification, networking and training
Changes in requirements of entitlement programs
- Special attention to needs of youth

[- R RO N

UNIVERSITY OF MISSOURI EXTENSION RESPONSE

The University of Missouri Extension Service has had a long
history of working with rural communities to enhance economic
developnment. That long-term effort was reinforced two years ago
with a new program thrust called "Alternatives for the g0s."
Some of the successful projects inciude "The Best of Missouri
Hands”, “Missouri Product Finder", “"Catalog of New Ideas", new
crops and locally processed agricultural products. .

With the funding we received under Section 1440 of the 1985
Pood Security Act, we have been able to include four of the
additional areas cited above to give us a more balanced program
focusing on both the social and economic development of rural
areas. Given the time required for such funds to be administered
through the system and the time required for planning and
develciing new programs, the four new Extensicn thrusts have been
underway only a short time. However, we are already receiving
praise and support for the programs from school counselors,
pastors, agricultural lenders and others, as well as from fara
families like Andy Jackson who participated in a Career Options
Workshop. We would 1like to briefly discuss each of the fcur
thrusts and how they relate to other statewide programs.

Rural Community Service Project

One thrust of the new effort is the Rural Community Service
Project. In the northern portion of the state, seven senior
level counselors from the local Rural Mental Health Centers have
been hired and located in local Extension offices. These
Professional counselors are capable of directly assisting
families experiencing immediate psychological problems which
often lead to destructive or abusive behavior, Their major
purpose, however, is not to provide on-going family assistance,
but rather to help route those families in need of assistance to
the appropriate gservices. Most of the families have nmultiple
problems that can be assisted by not one, but several agencies

4
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wand organizations. The Rural Community Service Coordinators can
provide the families with information about numerous services
available in the community, county, region and state.

Even more important is the role the coordinators play in the
community. The coordinators serve as a catalyst to help local
people inventory the resources available in their communities,
coordinate these resources and help to disseminate the
information to a host of caregivers and families in need who
could utilize the information. They are also helping to
establish local support groups and providing professional
assistance to support group leaders when necessary.

The coordinators utilize the full resources of the
University of Missouri and the local Community Mental Health
Center in providing services to rural communities and families.
This program has been integrated into other ongoing Extension
programs such as those in farm management, child and family
development and community economic development. In addition, the
program has received strong support and cooperation from the
Missouri Department of Social Services, the Department of Mental
Health and the Department of Agriculture which coordinates
MOFARMS, a financial management program.

Recently, the Department of Mental Health submitted a
proposal to the National Institute of Mental Health which is
accepting proposals for innovative programs in the delivery of
rural mental health services. The Missouri proposal huilds on
the Rural Community Service Project.

Likewise, the Department of Economic Developsment has
recently submitted a proposal to the United States Department of
Labor requesting funds targeted to provide special job training
assistance to farm and former farm families. The proposed
training ef.orts are again tied to the 1440 Project. The
proposed plan would utilize both the Rural Community Service
Project and the Career Options for Missouri Farm Families to
refer persons to the training program.

The Rural Community Service Project is also working closely
with the Missouri Interfaith Coalition on the Rural Crisis. For
example, the coordinators have become key neambers of the
coalition's Bank Closing Response Teans. They are also being
asked to help conduct pastoral training conferences held around
the state focusing on assisting families in crisis. The 1440
project is a key link in the developing local and statewide
network of organizations and agencies attempting to help farm and
rural families and communities at this time.
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Career Options For Missouri Farm Families

The Career Options for Missouri Farm Families project is an
in-depth career options, educational and counseling service
avallable to fars family members. The services provided include
a career information hotline for help in educational assessament
and referral options and three to five hour counse«ling sessions
focusing on assessment of abi)ities., interest, work values and
career options,. The project also conducts workshops to help
individuals develop skills in resume writing, job interviewing,
decision making, goal setting, networking and other techniques to
enter or reenter the off-farm job market,

As noted earlier, the Career Options Program is coordinated
with the Job training programs of the Missourl Department of
Economic Develowment and the Division cf Employment Security. At
the more local level, Extension spec.alists tvurxing with these
programs work closely with community colleges, universities and
other organizations offering training and educational programs.

Rural Youth In Stress

A variety of programs are being designed to assist youth and
youth leaders in dealing with the adverse effects of stress in
their lives and the lives of their families. Special programs
are being developed for teacher in-service training and for
subsequent use by teachers in the classroom. Publiz forums will
be held in several locations focusing on tzen suicide, stress and
depression, and individual and community means by which such
problens :an be reduced. Special training on ways to cope with
stress and ways to help a troubled friend will be provided for
4-H camp counselors. In addition, sprcial training on family
communication, stress and stress management will be given to
leaders of 4-H and other youth organizations.

Alternative Horticultural Produce Marketing

Several communities wil' be targeted in which to pilot a
unique project in which horticultural producers will be linked
with such institutional buyers as schools, hospitals, and nursing
homes. The potential for processing locally produced items on a
local basis will also be explored.

REFLECTIONS ON RURAL DEVELOPMENT

Given the severe ecunomic problems facing agriculture and
several other industries located in rural areas, it is clear that
national, state and local resources must be combined if the
impacted rural communities are tu remain vizble. Behind this
concern is a more general issue which focuses on our national
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land settlement policy. How do we want the population of this
country distributed? Perhaps the rationale used for originally
settling rural areas is no longer appropriate. Recent community
preference studies which suggest that the majority of people
prefer to live in smaller towns ard rural areas provide a new
rationale for a policy of population decentralization.
Additional reasons for and against such a policy can be
identified. Unfortunately, the present crisis in rural America
does not allow us time to address this larger policy issue before
providing assistance to rural communities. In addition,
immediate assistance to lessen the human suffering of the current
changes can be justified on humanitarian reasons alone.

Rural development is the only hope many rural communities
have for survival. Without a significant and creative effort to
revitalize the rural economy, much of rural America will continue
to deteriorate into even deeper levels of poverty, despair and
decline. The despair for many farm and rural families is already
80 great that attention must be focused on social and psycho-
logical development, as well as economic development, if rural
communities are to be revitalized.

Economic devclopment will require retraining and education
on the part of many rural citizens. Unfortunately, individuals
are unable to utilize fully many of the training and educational
opportunities available when they are experiencing depression.
Obviously, individuals who tend to withdraw, who can not think
rational’ly or logically, who have problems sleeping and who are
physically aggressive and experiencing great changes in moods do
not make good students. We must meet some of the psychological
and social needs of these individuals before they become
students.

Depressior is contagioms. It can move between members
within a family and outward to friends and even into communities,
In many parts of our state, we see small communities which have
"given up". There is a sense of helplessness, hopelessness and
futurelessness within these communities. This is often the
result of what we might call "collective depression”.

One of the real challenges we face is that of helping
members of these communities, and especially some of their
leaders, renew their hope for the future. Economic development
~fforts have little chance of success in those communities where
there is a sense of hopelessness. What investor wants to set up
an operation in a community which sees no future? What lenders
will loan money to small business persons to set up a business in
a community that hae a eerse of helplessness?

There are a growing number of communities across the country
in which a few people have stepped forward as leaders and begun
community projects that often require little financial backing.

7
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Bvents such as children's clothes exchanges, beautification of
public areas, assistance to a family which has some unique
problem, to mention only a few, begin to pull the social fabric
of rural communities together, give them hope and set the stage
for economic development to - take place. (Hamilton, Missouri,
provides an example of how a community can redirect its future.)

We, at the University of Missouri Extension, are trying hard
to build on past efforts as we focus on both the social and
economic development of rural areas. We are especially grateful
to have been part of a national, state and local governmental
effort which has responded to needs of rural America and helped
to lessen the human cost-~ associated with economic prcblems and
social change.

FROM PROBLEM TO PROGRAM

Contrary to criticism we often hear, our complex
governmental and educational system can respond to major problems
in a timely manner. This recent effort provides an excellent
example. Let us close by briefly outlining how the numerous
segments of the system at the national, state and local levels
coordinated their efforts to focus on the identified problem.

Late in 1984, a member of the House Agriculture Committee
requested information from USDA about the assistance farm
fanilies needed and were receiving when they were *orced out of
farming. Little information was available. Utalizing the
cooperative relationship between USDA (the Economic Research
Service) and State Land Grant Colleges, the Department of
Agriculture funded rural sociologists to conduct 2 research study
to obtain the needed information. The study was completed and
the results were reported back to UDSA and the Agriculture
Committee member in April of 1985. The results of the study,
along with a host of other information collected by Congress,
were the basis for developing Section 1440.

As the legislation moved through the authorization and
appropriation process during late 1985 and early 1986, the
initial research was reviewed by socia. scientists in other Land
Grant Colleges. For example, rural soclologists and agricultural
economists at Cornell University replicated the original studv in
the fall of 1985 and provided further support for the original
conclusions,
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Section 1440 provided funding to the University of Missouri
Extsnsion Service to develop programs to address these needs.
Directors of state agencies, regional Extensjon directors and
director - of Community Mental Health Centers, working with
administrators, teachers, researchers and Extension faculty at
toe University of Missouri put in place a program to adiress the
needs identified.

In just over two years from the time the initial question
was asked, we are back here reporting to you about a functioning
program which is assisting rural families and communities. Many
positive comments have already been received. A formal
evaluation of the program has begun.

(A.tachments follow:)

130




131

' Career Options for Missoun Farm Families
& Missoun Career information Hotline
i crermtans

Columbea, MO 85211

UNIVERSITY OF MISSOURI-COLUMBIA
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Marrative Report on Cerser Optione Workahope

As of this dete, we have completed six workshops, totaling 58
participants. Approximately 60 percent of the participants have been
men, ani 40 percent women. Their ages have ranged from 22 to 51 yeare
old. Four of these workehops have been held in Columbia, ons :in
Hannibal end one 1n LaBelle. Seven more workehope are scheduled
before the end of August 1987, with a few more to be edded later to
thet time period. Five of theee seven will be in Columbie, one in st
Joseph, and one in Betheny.

Tarly 1n the project planning, we mede tha decision to get farm
family member out of their immediete environment to concentrete on
the proce f identifying their cereer optionr. Wbile a few
participants have been somevhat reluctent to travel to a workshop
site, the vaet majority have expressed their epprecietion at the end
of the workehop for this chencs to focaue on their decisione without
the distractions of choree, children, atc. Therefore, while we will
continue to present some workshops in other towns throughout Miseour.,
ve will continue to more frequently uee the facilities and resourcee
of the Career Plenning & Plecement Center at the University of
Hissouri-Columbia,

To cesist in steffing workehops outside of Columbia, ve heve
contacted the othar University of Mieeouri campuses' career conneeling
services in Kanses City, St Louis and Rolle, and enticipate some
cooperatively steffed workehops,

To ensure a personal end impectful service, we have p’enned for
less then 15 people in each workehop. Attendance hes ranged froms nine
to twelve. Beginning in let~ Mey, we plen to fecilitete vorkshops for
24 or 36 participants, with the main presentetione to the lerger
group, then dividing i1nto smaller groups of twelve or less for all
discussions. Each participant will continue tr receive one end
one-half hours of individual career -ounseling, end a prectice job
interviev on videotape. A® you can se-> from (he enclosed schedule,
werkohope average 22 hours, spread over two and one-half days.

A Unwversity Extengion snd Caresr Plarvang 8 Placement Canter 1440 Proact
a0 8qual OPPOMUNY NBNIULON
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Prior to eech workshop, participenty complete end @a1l back
approximetely tvo ead one-half hours of assessment materials. These
include a gpecrelized se n-pege Cereer Development Plen (sample
enclosed), the inventory "My Vocational Situation” (pretest, and
eicher (or both) of the cerser interest inventories, "Career
Assessmaont Inveatory” (suggests ceresrs requiring high gchool! or
Voc~Tech training) and the Strong Campbell Interest Inventory"
(suggests cerser requiring high school through college). The
inventories ere computer scored and the results discussed with gech
perticipant during their cerser counseling session,

The workehop 19 deeigned to cover the cosplete Cereer
Development /Cerser Chengs process, beginniag with Underetandin; of
Self, followed by aderstendiag of the World of Work, to Action Stepe
thet can include further sducation and/or job huating stretegies,
resums vriting and job intervieving,

Most of this materisl hag proven to be nev informsation for the
majority of workshop participaats. Many chose their farming career os
s family haritega, snd heve not seriously concidered other carser
p.ions before. Most heve never epplied for off-farm esployment,
-ospleted s resuse, -or had say in-depth job intervievs. The formst
end conteat of the vorkshops seea to give the participents a reneved
sense of self confidence, end some carser exploretion end job hunting
skills they cen immediately put to nse. Evelustions end comments
(summary enclosed) heve been overvhelamingly positive,

Thos Rekes
Project Co-Director
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CAREER CPTIONS FOR MISSOURI FARM FAMILIES
Camulstive Workshop Svelustions
Tabruasry 25-Mesy 8, 1987

(N=58. Individusl workshop slamsnts esy not totsl the same, 44

prograe® has svolvad to includs gddaitional prasentations, and not
ail participants raspondsd to all qusstions.)

Orieatestion & Overviaw
1 2

3 4 5

Very Not
Halpful Helpful
(9 (8)
Career Plenning & Carser Change Processse

2 3 4 5
Very Not
Halpful Helpful
(21) (21) (8) (1) (1)
Your Work Values
1 2 3 4 5
Vary Not
Helpful Helpful
(18) (15)
Yeer Career Intereste
1 2 3 4 5
Very Not
Helpful Halpful
(18) (14) (2)
Yoer Trr.eferable Skills
1 2 3 4 5
Very Not
Helpf: . Halpful
(16) (9) (9)
Tinding Cerear Informstion & uformetion Interviewing
1 2 3 4 5
Vary Not
Helpful Helpful
(18) (177 (6) (3)
Writing Your Reeeme & Cover Lettare
1 2 3 4 5
Vary Not
Helpful - Helpful
(20) (19) (5) (1)
Irdividuel Appointments for Peedback on Aesasement Inetrusent,
1 2 3 4 5
Vary Not
Helpfus Helpful
(28) (112 (3)

o~
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CARERR OPTIONS FOR MISSOURI FARM FAMILIES
Cumulativae Workshop Evasluastionas
Fabruasry 25-May 8, 1537

Page Two
Utilixiag the Ceresr Informatina Library end Resuma Critiqueas
1 2 3 4 5
Vary Not
Halpful Helpful
(30) (20) (2) 1),
Interviaving for Jobas
1 2 3 4 5
Vary Not
Halpful Helpful
(29) (17) (3)
Prect” i Job Interviaws |
1 2 3 4 S
Very Not
Helpful Helpful
(34) (13) (1) (1)
Job Buating Strstegiss
1 2 3 4 5
Very Not
Helpful Halpful
(21) (22) (1) (1)
Networking
1 2 3 4 5
Vary Not
Halpful Halpful
(31) (7) (6) (2)
Complating Job Applicaticas
I - 2 3 4 5
Very Not
Helpful Helpful

(1%) (20) (9) (2)

Decisiom Meking & Gosl Satting
1 2

3 4 5
Very Not
Helpful Halpful
(13) (20) (9) (1)
Summery/Next Staps
1 2 3 4 5
Very Not
Helpful Helpful
(19) (15) (3) (2)
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COOPERATING AGENCIES

Career Options for Missouri Firm Families encourages the use of other
resources alreadv in implementation thioughout the state. An emphasis is placed
on information sharing between Career Options agencies and other programs, and
identifying individuci contacts within agencies to facilitate referrals. Indi-
viduals participating in the Career Optjons Workshops or calling the missouri
Career Information Hotline are intormed of, and when appropriate, referred tc the
following programs:

Missouri Divisica of Job Development and Training

Missouri Jcb Service

Service Delivery Area Agencies for Job Training Partnership Act krograms

Adult Education Programs withia Area Vocational Technical Schools funded
by the Department of Secondary and Elementary Education

Regional Vocational Service Centers which assist displaced homemakers,
single parents, and individudls seeking non-traditional tratning.

GAMM Vocational Training Program, sponsored by the Missouri Department
of Secondary and Elementary Education

MO-Farms, a joint project of the University of Missouri and the Missouri
Lepartment of Agriculture, which helns farm families assess their
financial situation

Columbia Cullege Tuition Assistance program for Dislocated Farmers

Northwest Missouri State University Tuition Assistance Program for
Dislocated Farmers

Communtty College and University; placement offices, assessment
resources

Community Menta! Health Centers

Project Re-focus, a program designed to assist dislocated workers in the
Kansas City area

Metropolitan Re-employment Project, a program designed (o dislocated
workers in the St. Louis area

Education Opportunity Centers, provides assessment and assistarce in
locating educational resources in the St. Louis area

Extension Continuing Education and Correspondence Programs

Extension Business and Industry Specialists

Establishment of a strong network of referral resources continues to be a
primary focus of the Career Options Program. Communication between service
providers, community members, extension, and Career Nptions is essentiai for
program success. Information sharine is facilitated by the availability of the
toll-free Hotline. Career QOptionc .Iso has elicited the assistance of representa-
tives from the Department of Agriculture, area busiresses and indust-,ts, voca-
tional schools, and Missouri colleges, in order to provide individuc" zed assis-
tance to participants of the workshops.
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MISSOURI CAREER INFORMATION HOTLINE

The Missouri Career Information Hotline, a component of Career Options for
the Missouri Farm Families, is a statewide toll-free line designed to provide
career information to rural Missourians. The service is available from 1-5 p.m.,
Monday through Friday.

The career information provided by the Hetline faiis into five main
categories:

Occupational and Career Information
Job descriptions, entry requirements, salary ranges,
related occupations, referrals to other information
sources

Education and Training Information
Information about, and referrals to, sources of education
and t ining within the state.

Educat.on F'nancial Aid Information

Job Seeking Information
Resume writing, Job Application Forms, Job Hunt
Strategies, Networking, Interviewing Skills

Sources of Local Career Assistance

The Hotline also functions as a source of initial contact for individuals
wishing to participate in the Career Options Workshops, and as a source of
continued contact and follow-up for those individuals who have already partici-
pated in a workshop.

Tre Hotline received a total of 41 ca'ls during the month of April (80 hours
of service). Seventy-three percent of the callers were rural Wissourians, and
9.7% of the callers were extension agerts nr representatives from community
agencies wanting information for rural cliznts, indicating the Hotline is
primarily serving the targeted rural population. Sixtv percent of the calls
or’ginated from counties targeted for service by the 1440 project.

Attached is a breakdown of the demographic data for individuals who called
the Hotline during April. If a profile wee .0 be made of the average farm
resident seeking career assistance based on the mode in each demographic cate-
ccry, the individual would most 1ikely be rale, in his forties, and residing in
the Northwestern nart of the state. He would be considering making a career
change and requesting job seeking information.
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MCUH DATA REPORT FOR APRIL

TotAL CALLs:_&/

SOURCE OF CALL:

FARM___ O] F.
RURAL COMMUNITY_ % G.
URBAN___ A H.
COMMUNITY SERVICE PROVIDER___Q

EXTENSION___ &
MEDIA -

moOw>

GU.DANCE COUNSELOR/TEACHER

EXTENSION REGION:

REGION 1:73: REGICN
REGION 2 REGION
REGION 3___3 REGION
REGION 4__ L REGION

REGION

s__3
6~

A7
o_ g
9 "4

THE FOLLOWING DATA IS BASED ON CALLS ORIGINATING FROM FARMS,
RURAT COMMUNITIES, OR URBAN AREAS (A-C ABOVE) .

AGE:

TEENS. =

TWENTIES.

THIRTIES.

FORTIES ——
FIFTIES

SIXTIES+ -

REFERRAL SOURCE:

SEX:

MaLE__ /7
FEMALF __ /%

OTHER e mpdyers =d call backs-3

E

O

MAGAZINE_ P __ COMMUNITY SERVICE PROVIDER_ &

BROCHURD% RADIO__=~

NEWSPAPER, T.V.

FRIEND/FAMILY_ &l PRIOR CALL__ 3 ___ __

EXTENSION___.3 CAREER OPTIONS WORKSHOP_ QX
OTHER

WORK STATUS:

SEEKING OFF-FARM EMPLOYMENT_4/ STUDENT____|

SEEKING DIFFERENT JOB/CAREER_ /4 _LEAVING FARM__— _
ENTERING SCHOOL OR TRAINING PROGRAM__R& ...

LEAVING SCHOOL OR TRAINING PROGRAM__ 3

EMPLOID, NEEDING CAREER INFO___=

HOMEMAKER ENTERING WORK FORCE___ &

OTHER a

#TYPE OF INFORMATION REQUESTED:

JOB SEARCH ASSISTANCE___ O

CAREER COUNSELING/ASSESSMENT____ &
EDUCATION/TRAINING INFORMATION _ Q2
FINANC,AL AID_____ o

OCCUPATIONAL INFORMATION___ 3 __
COMPANY CONTACTS/PLACEHEN'I;?__.?___
WORKSHOP INFORMATION

SMALL BUSINESS INFORAMTION___/
OTHER /

#CALLS MAY BE PLACED IN MORE THAN ONE CATEGORY.
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CAREER OPTIONS
FOR
MISSOURI
FARM FAMILIES

A UNIVERSITY EXTENSION
1440 PROJECT

Sponsored By
University Extension
and the
Career Planning and
Piacement Certer
University of Missouri-Columbia

. COMMENTS FROM
WORKSHOP
. PARTICIPANTS:

" very beneficial to ali in the pro-
cess of changing careers, especial-
ly farm families . " '

‘" ..I became more aware of how to |
help myself with a career change.” 1

“ 1received what | had expected
plus much, much more A very
valuable ano rewarding program.

' lreceived the feeling of self-worth
and that I'm not alone in these
stressful imes '
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YOUR CAREER OPTIONS

With our changing agricultural
economy, many people are consider-
Ing new careers This project Is design-
ed to help Missouri farm family
members avaluate their interests and
skills and develop their career plans

INDIVIDUAL CONCERNS:

How can | esaluate my personal
resources to determine ‘foture
opportunities?

There are few people that have the
range of skills held by pebple with farm
backgrounds This weafth of skills and
talents also can be usedor careers off
the farm

This project can help you identify
your

* Transferabla Skills

* Career Interests

* Work Values

* Decision-Making Styles
® Career Change Process

]
How can I find out more about dif-
ferant career fields?

Often the specific information you
need 1s difficult to find Or you may be
unsure of what to ask for

This project can help you find
* Occupational and Career
Iinformation
* Education and Traning
Information
* Educational Financial Aid
Information

* People for
Information .
Interviews .

How can ! find off-the-tarm
employment?

Many people have never worked off
the farm, or outside the home You may
have an excellent work history, but have
never filled out a job application

This project can help you with
* Job Hunt Strategies
* Writing Your Resume
* Completing Job Applications
* Writing Cover Letters
¢ interviewing for Jobs

Individuals can obtain assistance by:

1) Participating in an extensive three
day workshop.

2) A one-day conference

3) Individual three-to-five hours coun-
seling sessions with a career plan.
ning professional

4) A oIl frue (1-800-392-2949) Career
Information Hothne Available to
provide callers with rareer informa-
tion and referral options

There is no charge to Missour farm
famtlies who participate in this program
since this project was funded through
section 1440 of the Farm Sacunty Act
of 1985.
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FOR ADDITIONAL INFORMATION

Contact one of the: following Univer-
sity Extension Specialists directly, or
through your jocal Unlversity Extension
Center-

Jean ward - Kirksville, MO
(816) 665-9866

Ray Davis - Troy, MO
(314) 528-4613

Wayne Flanary - Oregon, MO
(816) 446-3724

Nancy Flood - Unionvile, MO
(816) 947-2705

Charles Gamble - Farmington, MO
(314) 756-4539

Jim Kennal - {ahoka, MO
(816) 727-3339

Or call the Missouri Career
Information Hotliine
1-800-392-2949

UNIVERSITY EXTENSION

An Egual
Opportunity Institution
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TISTIMONY OF ROBERT A. YOUMANS
BEFORE THE HOUSE AGRICULTURE COMMITTEZR
ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT

Mr. Chairman and members of the Subcommi t tee:

I am Bob Youmans, a farmer from Furman, South Carolina. I
appreciate the opportunity to share with Yocu a view of life in my
hometown.

In 1980 the Purman Community had twenty-seven (27) full-time
farmers and a thriving tractor and implement dealership. This
growing season we will have no mnre than four (4) full-time
farmers (probably 2) and the tractor dealership has been out of
business for three years.

This picture of a dying rural town is common all across
America. 1In most rural areas, farming is the hub that feeds
other businesses. With the loss of as many as 1000 far.aers in
the U.S. every week, there are serious problems not only with
farm families but with farm workers, suppliers and most other
rural business folks.

I applaud the work of you... the members of the Unjted
States Congress... in seeking to improve the quality of 1life of
rural Americans by encouraging rural development.

We desperately need to bring opportunities for new jobs and
job training, technical assistance and capital improvements to
our rural areas.

But many families I know have immediate neads that must
be met before they can fully utilize these development
opportunicies. Every day I see people who are so burdened by
the load of stress brought or by financial uncertainty, loss of a
business or job that they literally do not know what to do.

I recently was visiting a neighbor farmer who was distraught
over not qualifying for an operating loan. In the middle of our
conversation, where he was wringing his hand claiming that his
farming days were over, he picked up the phone and ordered $1500
worth of new blades for his disc harrow.

Why this kind of behavior? Lets talk about rural
individuals for a moment. Most have been trained to plant
produce - more recently, by extension service, how to market and
develop a financial plan.

Never in the far reaches of their mind or training have
there been thoughts of failure, relocations or change of
vocation. Pew if any know the possibility of help from
traditional social service or mental health service. Most, jif
they are aware of help, hesitate because of the very nature of
the beast.
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This beast called the rural American is so self reliant that
he has never allowed himself to depend on anyone. But things
have changed.

Our small community has seen increases in alcohsl and drug
abuse, spouse and child abuse, divorce and attempted suicide.
One of the most evident symptoms of the rural stress is the
withdrawal from the community and church activities.

Our rural families need help dealing with the stress but
most of them are too independent to seek help.

Because of my frustration over how to get help for my
neighbors, I joined with other concerned folks to form the Rural
Family Issue Coalition. This National coalition has four very
specific goals:

1. To provide 24 hour phone Crisis Intervention.

2, To provide aggressive outreach by trained human services
professionals who will provide immediate, on-site, one-to-one
assistance for rural families in distress any time or place, and
to continue assistance until problems are resolved.

3. To develop local peer support groups.

4. After immediate crisis resolution, to connect referrals
to the appropriate traditional helping services, e.g., public
health, mental healtn, extension, ministerial, and human
services.

The Rural Family Issues coalition is patterned after a
highly successful program developed in Illinois called Stress
County Style.

Let me explain why I think this kind of program could help
in my community or in the thousands of similar communities around
the country.

Rural folks find it difficult to seek help locally but will
frequently share their troubles with a compassionate stranger.

This is evidenced by the scores of cold calls made by the
Stress Country Style program without one rejection. These first
time calls have resulted in a high rate of success in preventing
3uicide, homicide, and other problems tlat destroy a normal
family life.

As I look around my community, I see many needs; but none
nore urgent than a workable mental health outreach system.
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I have left you information that details the need for rural
mental health outreach programs and how our program works.

I would like to closa by expressing by thanks to you for the
work you are doing to strengthen our rural communities.

I would also like to thank Chairman De la Garza and his
staff for introducing HR 2398 a Biil that would provide outreach
programs and crisis management assistance for farmers and rural
families.

My hope is tha. this kind of assistance could be utilized

and expanded in conjunction with the good work you are doing in
rural development.

(Attachment follows.)
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DRAFT COPY

CONCEPTUALIZATION PAPER
FOR

RURAL CRISIS INTERVENTION PRCGRAM

PREPARED BY THE RURAL FAMILY ISSUES COALITION

REASEARCH COMMITTEE- DR. PETER BEESON

DR HARRY CECIL
DR. BILL HEFFERNAN

FEBRUARY 22z, 1987

Contact person, Jodre P Clark
316-684-5983
260 1 Torrace
Wichrta, Kansas 67208
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INTRODUCTION

The “farm cnsis”, with ts  atending economic probiems and suggeated
solutions, has become the tocus of major public and Sovernmental debates How-
ever, the debate has tended to narrowlv focus on farm pohcv While the media
and the film industry have given the public hints at the human side ot the farm
crisis, 1t has all but been ignored in public policy debate Perhaps one of the
reasons for this 1s that over the past two vears there have been Over 36 bills
introduced at the federal level with "familv farm” in the utle This gives the
tllusion that the farm family 15 being considered These bulls, however are
overwhelmingly economic in nature and do not directlv address the human prob-
iems faced by rural famihes The concept developed bv the Rural Family Issues
Coalition (5¢2 2ppentie A 1ddresses some of rhece Jurm tamuly issues

BACKGROUND

Beginning about 1972 and conuswing through the remainder of the 1970s,
the demand for US agricultural products rose sharply By the end of the
decade, as much as 40% of some agticultural commodities were exported This
surge tn aternauonal demand for agricultural products led to high commodity
prices, escalaung farmland values and iacreasing farm debt, as farmers borrowed
more capital (o ncrease their output Farmers were encouraged by politicians
and others to do this The contribution of exported agricultural products in of-
fsetting the trade deficit created by the increase in world petroleum prices, in
addition to the humanitarian concern of fteeding the people of the world, aiso
helped encourage expansion n agricu ural produttion

Today the agricultural secter of the economy which was filled with op-
umism during the 1970s 1s facing one of the worst, if not the worst, financ:al
crises in 1ts history In late 1979, a series of fiscal and monetary policy chan-
ges began to be made which had an enormous impact on the economic environ-
ment n which farmers operate (Boehlje, 1986) Interest rates on operating loans
nearly doubled in a matter of months Commoditv prices dropped as surpluses
accumulated
Land values began rapid deflanon 1s a consequence, many farmers, especially
those who began farming or expandeu the.s operations in the 1960s and 1970s,
found themselves in severe econcmic difficulty

It should be noted that not all farmers are facing financial problems
Government programs have greatly assisted some farm families Other families
are producing commodities such as pork which have continued to be relatively
profitable The major factor detemuning the f{inancial well-being of farming
operations, however, s the amount of farm debt Although the mixiure of
commodities produced and managerial skills of the producer are important, the
debt to asset rauo has become the major predictor of farm survival  Total farm
debt in the United States has increased from $166 billion in 1980 to S215 billion
in 1984, an increase of nearly 30% (Reimund et al ,1986)

A recent report on the financial characteristics of U > farms suggests that
213 % of the farms surveyed had a debt/asset ratio greater than 040 (Economic
Research Service, 1986) This was a 2% ncrease from a vyear ecarher Econo-
mists refer to farms with a debt to asset ratio of 40 -~r greater ac ‘highly
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leveraged” Such farms are financially vulnerable A recent studv in llhinows
suggests that even with superior management and ut:lization of all possible gov-
ernment programs it 15 very unlikely that the deterioranng financial condition on
a 600 acre Parm with a debt to asset rano of greater than C 40 can be turned

around

Almost half (45%) of the farms operated by farmers 34 years or younger
had debt to asset ratios of 41 or greater A thicd of the farms operated by
persons between the age of 35 and 44 had a debt to asset ratio of <l or
greater  The rzason fur this of course, 15 that vounger farm families are most
likely to have begun farming in the late 60s or 70s Even with a generous n-
heritance, most commearcial farm families .nust borrow capial to begin a farming
operation  Thus, vounger families were more likely (o come into the 1980s with
a relatively high debt load This 1s significant because the beginning stage of a
farming operation 15 also the stage in the famuly lfe cycle in which famihies sull
have children at home Thus, the social and psychological consequences of the
farm crisis directly impact youth (Heffernan and Heffernan, 1985)

The consequences of the financial problems in agriculture extend into the
rural community A recent report by the US Senate Subcommittee on Inter
Governmental Relations (1986) traces some of the consequences for the rural
community The study notes that net farm income declhined ro about 15 billion
dollars in 1984, down 40% from the average of the 1970s

Given the decline in farm tncome anu the higher :nterest rates the value
of farmland nas also declined since 1981 USDA data show that across the
nation agnicultural land values have fallen from $825 per acre in 1932 to §396
In many Midwestern states the deciine has been even greater

per acre 1n 1986
1986 1and prices ha-e shown a 68% decline from therr

For example, 1n lowa the
earlier level

This decline in income and asset value has major impact on rural com-
munities  The report suggests that "a long term increase or decrease of $64.000
in net farm income will add to, or cut back on local commercial emplovment by
one job" Downtown business property values are also decreasing The study
suggests a decrr je by Si5 in the downtown property value for each permanent

$1,000 decrease 10 agricuitural income

With the real value of the agricultural rax base shrinking by 20% or more
since 1984, with increased tax delinquency rates of up to 100% or more in some
areas and with the dechine in nonfarm income, employment and property values,
the 1mpact on the public sector 15 dramatic At a nume when the demzad for
many of the social services provided by the local communities s on the increase,
the base of revenues to support these insututions s on the decline Not only
can many local communities n2 longer afford to maintan the level of services
they had in the 1970s, but many of the states most affec :d are also less able to
raise the necessarv revenue at the state level

Most of these economic facts and figures concerming the ecoromics of the
fa'mn crisis have been disrlosed 0 the pubhc und governmental debate on the
farm crisis 1n the process f conssdering adjustments tn the Food Securitv Act of
1985 or considering aliernauves to the 1985 Acr Regardiess of the farm policy
that s followed, there are some very immediate human and familv 1ssucs that
must be addressed which have received much less atcention Many of these
concerns are with us today and will continue for manv families regaraless of the

national farm policy

(The complete report is held in the committee files.)
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Mr. Chairman and Members of the Subcommittee, thank you for tph~
opportunity to testify today. I am Mollle Anderson, Director of

Job Training of Greater Nebraska.

The Nebraska Department of Labor, Greater Nebraska Private Industry
Council and Job Training of Greater Nebraska were Pleased to re-
ceive an appropriation last year of $500,000 for continuation of
our nationally recognized Agriculture-In-Transition Program. 7The
appropriation, earmarked in the 1985 Food Security Act, allows us

to continue operations through September 30, 1987.

I am here today to ask for your continued support of services

proven to aid our distressed farming communities in Nebraska.

Our program serves an 88 county area whose number one industry is
agriculture. Twenty one percent (21%) of the state's to.al em-
ployment is in ag related sectors, with 40% of manufacturing being
ag based. The state has 300 towns with populations of 500 or less.
According to the University of Nebraska, half of these towns are
in jeopardy of disappearing. Nebraska also has one of the highest

debt to asset ratios in the nation.

To begin, let me say that rural America is charging drastically.
Unfortunately, many of the recent changes have had a negative im-
pact, forcing an immediate reassessment of how the rural economy

will exist in the rext few years and in the distant future.
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Because the multitude of rroblems facing rural America are so
complex, any programs offered as solutions must have a broad

spectrum of alternatives to offer.

To quote Congressman Coleman: "Today's agricultural crisis is far
more than a farm problem. It is a rural community crisis that
requires comprehensive solutions beyond the scope of traditional

agricultural programs which often stop at the farm gate.”

I am here today to support the Rural Development Initiative intro-
duced to rebuild rural America and restructure the U.S. Department
of Agriculture to ensure more efficient maragement of rural pro-

grams. We compliment this group on its' comprehensive design.

The blueprint to rebuild Rural America Jdemonstrates the solutions
must be as broad based and as comprehensive as the prchlems. Any-
thing less will result in failure, not only for the programs imple-

mented, but also for the individuals they are designed to help.
Let me quickly comment on a few of the objectives.

We support the creation of a Rural Development Administration with-
in the U.S. Department of Agriculture, and renaming USDA the Depart-
ment of Agriculture and Rural Development. In our opinion, this
places the appropriate emphasis on the fact that the rural eccnomy
has changed. No longer is it restricted to ag production, ag re-
lated business, or business service sector labeis. It places revi-

talization and rural development on a par with production ag issues.
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We support block grant programs to provide seed capital for rural
economic development, thus encouraging private secto” investment,
and to provide funding for rural infrastructure needs. wWithout
such assistance, rural communities cannot compete with their metro-
politan neighbors. Rural outmigration, business closures, and an
increasingly older rural population mean fewer and fewer available

resources to support revitalization efforts.

We support the creation of Agriculture Action Centers, providing
one-stop-shops for counseling, informational, and job training
services for rural Americans. This concept has proven to be most

effective, as I will address in a moment.

Lastly, we support the establishment of a Special Assistant to the
President, acting as an advisor to improve rural development pro-

grams.

As I stated in my introduction, we deliver a program called Agri-
culture-In-Transition. I would like to use the :emainder of my

testimony to comment on our program design, performance outcomes

and funding issues.

The $465,000 directly received for program service from Section
1440 of the 1985 Food Security Act allows us to serve 360 people
with an expe~ted 224 individuals to be placed in unsubsidized

employment.

The centerpiece of this program are the six one-stop-shops called

Ag Action Centers located 1n Community Collejes across the state.

' Q oo
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The Colleges were chosen becauce they provide a comfortable, non-
threatening environment free from the negative "social services"
stigma. This was essential if ve were to be able to reach the Ag

workers who traditionally have a strong sense of self reliance.

We have developed a three pronged strategy to orovide a compre-

hersive solution to this multifaceted problem.

The first prong in our strategy addresses the distressed farmer/ag
related worker. We feel our first responsibility is to keep as
many farmers in farming as possible. The centers allow the person

to come to their own conclusions about their future in farming.

The centers provide financial evaluations, farm and ranch manage-
ment courses, legal and financial counseling to explore alterna-
tive means of financing, referrals to Social Services agencies and

to Job Service for off farm employment to supplement farm income.
The second prong in the strategy addresses the dislocated farmer.

If the decision i1s made to leave farming, the program provides
career assessment, counseling, classroom and "on the job" tiaining

and supportive services.

The program was initially funded by a $1,000,000 Discretionary
grant from the U.S. Department of Labor. Since the program began
in 1985, over 2,500 individuals have contacted Ag Action Centers
and our Job Training offices. One thousand three hundred fifty
three (1,353; individuals enrolled in financial management pro-

grams, educational workshops and reterral services.
4
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of the 2,500, only 971 people finally decided to leave farming and
retrain for new opportunities, which means our objective of keeping

farmers 1n farming is being met.

0f the 633 individuals who have completed training, 501 are now 1n
new jobs, paying on the average $5.45 per hour. Wwith a placement
rate of 79%, our programs have proven their value through return

on investment to the federal and state governments. (See Attachment)

Each individual placed in a job after retraining generates approx-
imately $700 in state taxes, $1,500 in Federal Taxes, and returns
to the community through retail sales $8,800. If we consider 500
individuals employed at $11,000 annually, the return in taxes 1is
over $1,000,000 and the retail economy is strengthened by over

$4,000,000. That's not a bad return on a $1,000,000 investment.

The third prong in our strategy, and one that 1s critical to the

ultimate success of the program, is community services.

To address the needs of the rural communities, we must be able to
implement programs to help provide job opportunic s to the dislo-
cated ag workers. These types of programs include marketing
assistance for small businesses and towns, entrepreneurial training,
business incubation centers, and technical arsistance for cottage

industries.

There will be no need to retrain people if jobs are not available.
Currently we are unable to provide funds for many badly needed

employment generating activities.
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The $500,000 aspropriation to our program in 1986 was allocated
through the 1985 farm bill. Although finally overcome, several

problems resulted last year because of restrictions in the Act.

Current legislation mandates that funds allocated be expended
through the land grant colleges. Dollars could not be allocated
directly to the Department of Labor or to the Service Delivery
Area. Even though the funds had officially been allocated, we
were forced to ask the Nebraska Cooperative Extension service to
manage, evaluate the program and provide a oroposal to the u.s.

Department of Agriculture.

As you can imagine, the delays were tremendous. The additional
red tape caused a slow down in Agriculture-In-Transition activi-
ties and a 1lull in delivery of services. 1In additior, the money
was required to be distributed through USDA which reduced the
original appropriation by $20,000. We received $465,000 for direct
program services with no funds allotted for administration. The
loss of $35,000 meant approximately 30 individuals wouid not 2

served.

I respectfully request that if possible, provisions be made to
allow for a direct grant procedure or contract to alleviate the

constraints caused by the current legislation.

Agriculture-In-Transition has provided a resource for our rural
communities in Nebraska, and we hope that if new lagisiation is
passed, that our program can continue and also be a model for

other states to use.
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Thank you again for this opportunity to testify, and for vour
efforts to develop rural revitalization legislation. It ;g
apparent this group recognizes small farms and communities are
an 1ntegral and vital component of America, and that their

preservation is crucial to our ultimately productive survival.

(Attachments follow )
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REALITY OF THE FARM CRISIS

WHAT IT MEANS TO NEBRASKA

1) AGRICULTURE IS NEBRASKA'S § 1 INDUSTRY

21% of all jobs are on farms, ranches, and feod
related industries.

40% of all manufacturing jobs are in agricultural
related industries.

Farm income impacts personal income four times more
than the United States average r.te.

64 of the 93 counties are highly dependent on farm
income. Thie figure represents one of the highest
percentages in the United states.

2) EXTENT OF CRISIS TO PARMS
The number of farms in Nebraska has declined 3.4%

1984 - 59,001 1985 - 57,000

Farm bankruptcies are projected to increase by 10
to 15% 1985 - 282

1985 (thru Sept) 245 1986 (thru Sept) 268
(24.7% increase)

Total ag debt has decreased in recent years, but
asset vaiues have decreased nearly 4 times as fast,
causing a severe 1ncrease in debt-to-asset ratio.
The average debt to asset ratlo of farmers is 39.6%,

23% had a ratic between 40 to 69%.

A ratic over 40% indicates financial stress.
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34.9% FmHA loan delinguency rate through June, 1986
Calls to the Farm Cris.s Hotline have increased
approximately 10%. Since 1984, there were 1900
first time callers
1985 (through Sept) 653 1986 (through Sept) 718
In a Farm & Finance Survey only 51% felt there was
adequate emotional counseling available

3) EXTENT OF CRISIS BEYOND THE FARM
Bank closvres continue to be a problem
1985 - 13 1986 (through 9-10) - 7
Total bankruptcies continue to increase

1985 - 3,016 1986 - 3,540

Taxable retail sales have de~lined each year since
1981

In 11 of the 93 counties over 20% of the population
is impoverished

10 of the worst 150 hunger counties in the pation
are located in Nebraska all in rural areas

AFDC caseload increased 16.2% between 2/83 & 1/86
(Northcentral had a 62.1% increase) compared to
Lincoln 4.7% Omaha 9.5%

Between 1980 & 1985 business openings increased 17.81%
Business closings increased 123.10%
Rural areas 9.69% new increase - 158.39% closing increase
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DECEMBER, 1985 THROUGH FEBRUARY, 1987

PARTICIPANT FLOW

2517 AGRIBUSINESS WORKERS
DISPLACED OR TN FINANCIAL DIFFICULTY
CONTACTED AG ACTION CENTERS OR GNJTP

ENROLLED IN FINANCIAL MANAGEMENT PROGRAMS
EDUCATIONAL WORKSHOPS & REFERRAL SERVICES

135. INDIVIDUALS

RETRAINING FOR NEW CAREERS

973 INDIVIDUALS

N

743 INDIVIDUALS l 230 INDIVIDUALS
PARTICIPATING IN AG‘IN-TRANSITION' PARTICIPATING IN OTHER PROGRAMS

~ - - RETURN ON INVESTMENT -~ ~ -

OF THE 743 INDIVIDUALS ENROLLED IN AGRICULTURE- IN-TRANSTTION

110

633

501

79%
$1,996
$5.45
$11,336
$1,400
$800
$9,136

ARE CURRENTLY ENROLLED

HAVE COMPLETED PROGRAM

ARE NOW IN NEW CAPEERS
PLACEMENT RATE

COST PER PLACEMENT

AVERAGE HOURLY WAGE

AVERAGE ANNUAL WAGE
APPROXIMATE FEDERAL TAX PAID
APPROXIMATE STATE TAX PAID
RETURNED TO ECON.'Y FOR GOODS
AND SERVICES

(Additional attachments are held in the committee files.)
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AGRICULTURE-IN-TRANSITION
THREE PRONGED STRATEGY

DISTRESSED FARMERS

FINANCIAL EVALUATION AND COUNSELING
FARM AND RANCH MANAGEMENT CO'JRSES
ALTERNATIVE FINANCING INFORMATION
ALTERNATIVE FARMING INFORMATION
LEGAL AND FPINANCIAL COUNSELING
STRESS MANAGEMENT INFORMATION
MACHINERY CO-OP INFORMATION
SOCIAL SERVICES REFERRALS
JOB SERVICE REFERRALS FOR SUFPLEMENTAL EMPLOYMENT

DISLOCATED FARMERS

WORK EXPERIENCE
CAREER ASSESSEENT
STRESS COUNSELING
JOB SEEKING SKILLS
CLASSROOM TRAINING
ON~-THE-JOB TRAINING
SUPPORTIVE CZERVICES

SOCIAL SERVICES REFERRALS

COMMUNITIES IN NEED

MARKETING ASSISTANCE

ENTREPRENEURIAL TRAINING

SMALL BUSINESS WORKSHOPS

FINANCIAL PACKAGING ADVICE

BUSINESS INCUBATION CENTERS
ECONOMIC DEVELOPMENT TRAINING
EMPLOYMENT GENERATING ACTIVITIES

TECHNICAL AKSSISTANCE FOR COTTAGE INDUSTRIES

O 8366 0-88 -6
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Testumony Prepared for United
States House of Representatives
Agriculture Committee

My name 1s Aady Jackson from LaPlata, Missourl, married
and have three sons. My husband and I have a farming operation
that has been adversely affected by the current economic
conditions. T am a carticipant 1n the Career Options for Missourl
Farm Families which 1s a University Extension 1440 Project. I am
presently employed but an looking at career options both in and
outside our present location.

I was a participant in a workshop with ten other i1ndividuals
(both men and women) whose lives are in transition due to the
economic conditions. Four of these people had college degrees 1in
an area of agriculture, one had a graduate degree 1n agriculture
2ducation and three had two or more years of higher learning.
Other participants 1n this project have less formal education
which 1ndicates that this project 1s serving a cross—section of
individuals. ve are all involved in agriculture production and/
or agri-business, are respected community leaders and our lives
are 1n transition.

One participant, a widower and father of three sous, does not
want to leave his local area as his sons are established in Junior
High and High School organizations and sports activities. le has
a B.S. Degrce 1n Dairy Science, had sold his dairy herd a week
prior to our workshop and 1s looking at possibilities for certi-
fication tc teach.

Another participant had recently quit farming, 1s divorced
and has no geographic limitations. lie desires to relocate, 1f
necessary, and 1s sirply explor.ng options, trying to find employ-

ment possibilities, and reconstruct a posltive self esteem.
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Other situations of workshop participants are sighted 1in the
Kansas City Times article which 1s enclosed with this testimony.

We, as a group, shared similar problems, concerns and goals,
and developed a caring relationship during the three-day workshop.
To those suffering from depression and who are struagling with
transitional legalities, this workshop experlence provided the
OPPortunity for fresh introuspection and objectivity 1n the analysis
of our own abilities; the opportunity to feel assurance that we
sti1ll have skills and capabilities--to re-establish confidence in
self; the opportunity to step away from the problems for a brief
time to look clearly at possible ,lutions. ue had the opportunity
for self analysis through the Strcnag-Campbell Interest Inventory
and individual career counseling sessions a&nd the opportunity to
initiate change for ourselves in a positive way.

University Extension 1s an established 1in place "wvehicle" to
meet the needs of the agricultural families 1in transition. The
networking that 1s available +through their Career Planning and
Placement Center 1s a strong aavantage, particularly for irdividuals
that may eventually leave their home area.

A closing thought that actually comes from John Naisbitt's
MEGATRENDS: Ve are living in the time of parenthesis, the time
between erac. It 1s as though we have hracketed off the present
from both the past and the future, for we are clinging to the
known past because we are so fearful of the future. This time 1n
the parenthesis 1s a time of change and questioning. Although
this time between eras 1s uncertain, 1f we can learn to make
uncertaraty our friend, we can actually achieve me . than we can
1. stable times. If we can only get a clear v.sion of the road

al ead.

164




And when we have that clear vision, we have a renewed

resilence and abilities to adapt to our ever changing society.

Thank you for the Obportunity to share my thoughts with you.

(Attachments follow:)
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| Yes, there can be hfe after farmmg

| d orkshops at MU help

in starting new careers

By Lynn Byczynsk

Of the Metropolitan Swuff
COLUMBIA — Nine farmers — five men and four
women — are gathered 1n a conference room st the
Unmivermity of Missoun, trndm; stories ubout why

th'lh“‘loohn. for new jobs.
's & husband and wife who lost their farm in
1985 and their Western Auto store s year later, A
middie-aged woman whose famuly farm is hanging by s
thread that one bad crop cou!d sever. A man who sank
his savings 1ato s truck farm: 10 1981, oply to have the
deer eat his apple trees and the locals turn up ther 90scs
at P;&ununﬂl vegetables. A few others who don't want
to
; Moat of there people have never wnitten a resume,
filled out an applicstion or gone through an
;mzrvmv Most have ne\er wanted, or needed, lo look
or a job

But now they're among an arm 2yol‘fu'merlwlwlne
leaving farming at the rate of 2,100 a wock s the  After losing money at farming, Kenny Owens (left) of Mound City, Mo., ia looking at

See DISPLACED, A-16, Cel. 1 new carcers, To save money on planting, he shares equipment with Lloyd Whitman.
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Wednesday, May 13, 1987_ _

Displaced farmers get help

!'?b!

Continued from Page A-1

yUnited States, socording 1o ihe
JAmencan Bankers Association. In

* Missoun, lhenmm.ul986m—
ustics show, 102 farmers quit
woek,inl(mnu.ulweek.

~ They enter s job market with

+dhiverse skalis but burdened by wnex-

-penence, self-doubts sad lives in

. tunr .

-'c “I don't think there's a single
~occupation that involves as many
; skills as farming does, and 1t really
* tovers the waterfront,” said Thom
Rakes, co-director of the Career

*Opuons Pm;eci that has brought the

7farmers to MU.

3" Those who have come say they
are wearning unting savvy and
gAININg €O

<abilives at a two-day

was born *~.J raused here. | don't
want to a ‘'mut I'm going to have to
leave here wnd do something dffer-
ent,’ " saic Charles Gamble, an ex-
tensi0n ser ce speciahist 10 Farm-
rgton, Mo,

who have come to Colum-
bia for the workshop bave a dffer-
ent atutude. They may not hke it,
but they have accepted the fact that

10 prepare for new careers

months ahead of everyone else,”
said Owens, a calm, thoughtful u.n
who farms near Mound City 1n
norhwest Missoun. "You can't
1 ne how much money I lost in
1983 and 1984. Reahity had to come
to me sooner."”

In 1983, ore of Owens' three
children was in a car wreck that left
hnm Eunlyud. Thll same yur

d Owens’

they will soon be working 1nd or
punching a time clock or answenng
10 a supervisor or thewr
friendly small towns for an
anonymous City. If they're tucky.
“The thung that 1s amazing to
me,” Rakes sad, "is the reml

The next y year, a flood took 700
acres of w.opiand.

“I went through a penod of
depression a year ago,” Owens said
“I knew I could not make thungs

of these people Almost to a person,

they have been through some amaz-
ng things.”

_ Don and Delom Camahan of

d south Missou-

>15 free to Missoun farmers.

personnel officers, who later cn-
~uquelhel’umen performances
The program was financed by
. as an amendment to the
1985 farm bull, officually called the
* Food Secunty Act. Missoun, lowa
~and Nebraska cach recaived
#$500,000 — known 23 Section 1440
* funds — for asustance programs for
_dusplaced farmers.
= The carecr workshops at MU con-
Zsume $203,000 of Missourt's appro-
..pmuon Other programs permit
mental health workers to visit dis-
wtressed farmers at home and pro-
~\nde help for youn'; people sutienag
.lu‘eu because the agnculture
benus
6] o h M ’
. 1 sé€ 30 many hanging on
» Since the career workshops began
*yn March, about 60 Missoun farm-
-n have pamcnpuled Seven more
are the
mcludm; one each 1n St Joseph and
“Bethany There's stll plenty of
T00m In cach,
“ In fact, enrollment has been less
than cxpecte\t Mussoun Coopesa
e E Service special
w\vho are responsible for recruiting
anc:punu say they are finding
armers 1n the “demal phase " n
+ whicn they won't face the likel uood
wof financial collapse, and even get
; insulted at the invitation 10 attend
xthe workshop
“Tuey are sayiag. "Thisis “ome |

n had l'ulﬁlled a dream by 198!
Thcy were farming on land they had
bought 1n 1964, and they had just
bought a Western Auro store 1n

town

In December 1982, the Black Riv-
er stole their dream A flood left 18
nches of water in therr store and 10
fect of water on therr cropland

work fi lly farming. | Knew
there was no way | could 1nake
things work.”

Owens tarted making other
plans. The Carcer Options work-
shop gave lum an appreciation for
all the other skills, financial, super-
visory and mechanical, that farmers
use

“I'm a darn good mechanxc | can
rebuild the biggest diese! engine and
do it well. | have welding skills,
machining skills. | can dnive a semu.
Most farmers have a lot of expen-
ence they can draw on that makes

They had no flood
the new business couldn’t get a
federal loan to rebuild. The Car-
nahans hung on but never recovered
from the financial setbacks

In November 1985 they lost therr
farm. In December 1986 they lost
the store.

*I don't have much good to say
about farming,” Don Carnahan
said "] don't see any future 1o 1t.
When 40 (percent) to 50 percent of
the farmers finally die oﬁP:r o out
of business, the others may sur-
vive "

Both the Carnshans have been
teaching elementary schoo! since,
but they're looking for new jobs
And although they've hived all their
hives sn Missoun, they're looking to
the Sun Belt

"Anytime your drcams §0 down
the tubes, you might as well start
over,” Don Carnahan said "I «cc 50
many hanging on Somebody needs
to tell them there’s a better way **

Maybe fzrming as 2 hobby

Al age 45, after a hfetime of
farming, and proemenng at 1t, Ken-
ny Owens has - » lled at Missoun
Western Siate College 1n St Joseph
to work On a master’s degrec in
psychology He's moving out of
farming, scaling down from 2,700
acres lasi year to 1,100 this year

“I've come to this 12 to 24

16¢

them quahified “or a ber of jobs.
Realiz ng that fact 1s something
else.”

Cwens 13 looking toward a carcer
1 indnstnal psychology, or perhaps
teackine at a small college after he

completes his . He doesn’t see
farming 1n hus future, except per-
haps as a Fbby

I like lite enough ' don‘t plan on
subjecting myself 1o this kind of
depression the rest of my fe, |
don’t vare how much I like farm-
ing,"” he said

‘Wrong time in the cycle’

A few mues away, Stephen
Wright 13 planting com and soy-
beans on the 535 acres he rents, a
little later than he'd like because of
a delay in financing from the Farm-
ers Home Admuustration He
thinks there's a future 1 farming.
:{e Just Joesn't expect 1t to include

m

*Our problem — a lot of people’s
problem 1n this area — 18 bad
timing. We got into farming at the
wrong ume n the cycle,” sad
Wnght, 35, who started his own
operation n 1981 *'But I don't feel
we can sit around and wait for the
change We've gone five bad yeais,
and things aren't getting any better
any quicker *

Like many farmers, Wright has
other jobs, and these days 1t's the
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side jobs that are supporting bim,
his wife, Shen, and their three
young childrea He sells and 1nstalls
1TIgALi00 systems, does custom har-
vesting, snd referees high school
basketball games three or four
nights & week.

“I'm diversified, but everything's
10 agncuiture,” Wnight smd “That'e
what's a bummer for me *

The best work for many people in
northwest Mussoun, he sud, 13 at
the new beef packing plant 10 Rock
Port

“T can't see myself going to beef
packers,” he sad. *I lhike working
outside

Whatever he docs, he'll still have
a massive debt to FmHA from hus
seven years of farming.

"I would feel a 10t better about
going 1nt0 a new venture with a
clean slate,” he said “But 10 have a
clean slate, you have to declare
bankruptcy, which nobody wants to
talk about.”

For many, 1t's been upavoidable
Farm bankrupicies have increased
every year for the last six years 1o
Missours, 1o 537 last year

Despite those gnm  prospects,
Wnight laughs casly and talks op-
tmstically

“I've got my health, I've got my
kids and my wife,” he sad. “I can
dn somethuing else

14
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May 12, 1987

University Mo. Extension Center
Jean Ward

Highway P R.S

Kirkaville, Mo 63501

Dear Jean,

I would like to say “THANK YOU" to you and all the
people i1nvolved with The Career Optionsa for Mimsouri Farm
Familiea Project. It 18 a very good program.

Being directly involved with the farm crisis, I have to
consider options of poasibly getting a job ocutaide of
farming.

I feel that before you can play the game, you have to
atudy the leason. I have never had to play the job hunting
Jame and I came home feeling I had a great opportunity to
study the lesaon.

When I left Columbia, Friday afternoon (May 8), I felt
that I had attended a helpful workashop anc had made several
new friends,

It was an Enjoyable Experience,

I D o)

Leon Brown
R. 1 Box 72
Maitland, Mo. 64466

P.S. If at anytime ] could be of any help to any of you,
feel free to call,

)
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Testimony of
Larry A, Werries c
Director

I1linois Department of Agriculture

Mr. Chairman and distinguished members of the Subcomitt. on Conservation,
Credit and Rural Development; I wish to thank you for the opportunity to
appear before you today for the purpose of discussing the revitilization of
rural imerica. My name is Larry Werries, and I am Director of the I1linois
Department of Agriculture, a capacity in which I have had the hanqr of serving
for nearly six and one-half years. I kaow you are aware of the radical
changes which have occured in rural America in the 80s. As a director of a
state Department of Agriculture and as a farmer, I can tell ysu your corcern

with this issue is much appreciated.

I1linois' leading industry is agriculture. Our natural resources base of
more than 24 million acres cf fertile cropland combined with excellent
climatic ccaditions translate into levels of production that are the envy of
the world. Bustling rural communities brimming with small businesses and
agricultural support industries have provided the conerstone for the
development of past successes in I11inois agriculture. However, a
tailspinning agricultural industry has left its mark on our rural cormmunities

and threatens many with destruction if relief does not come soon.
Thousands of I1linois farmers have left the land each year since "he early

1980's. Machinery dealers...fertilizer businesses...rural barks...and

countless other support industries have closed their doors or consolidated

17U
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into regional service units. In some cases, the net impact on the
procuctivity of the agricultural sector has been a leane-, more efficient
system, however, in other areas the changes have handicapped producers, making
it difficuit to obtain competitively priced inputs in a timely mifner.
Although this is not a widespread problem now, it very well could develop into
one if the decline in rural agricultural support industries is not reversed.
As a farmer, it is unsettling to think of facing infrastructure problems even
distantly approaching the nighmares experienced in the Soviet Union where land
may lie idle...not tilled or planted because a tractor broke down and no spare
parts are available to mske repairs. Worse yet, the crop could be potentially
large, put it might rot in the field before repairs wculd be made to

il1-maintained harvest machines

We all know such a scenario is unlikely in the U.S. given existing
conditions, but I do not know if we can be certain such prob’ems won't develop

1f the decline in rural agricultural support industries proceeds unchecked.

In addition to the threat cf agricultural support decay in rural America,
the extreme pressures generated from financial hardship have given birth to
increased social concern. T1linois has taken the initiative to assist in

banding several special resources together for the purpose of assisting

IC
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troubled farmers and rural communities during this difficult transition
period. The 111inois Department of Agriculture has been an active participant
in the development of this support which includes legal assistanc~, stress
counseling and a variety of information channels to facilitate asdistance
efforts. 111inois' active role in these efforts have produced programs that
have been well-utilized. An example is in the area of stress counseling where
more than 2,000 cases were recoraed in the first years of a crisis
intervention program funded through the I11inois Department of Agriculture for
farmers and family members. More than 90 percent of these had not been helped
by any other form of counseling prior to coming into contact with the worters

from the Farm Resources Center who operate this very important effort.

Similarily, statewide legal assistance and financial advisory programs
have been heavily used. It 1s not surprising to me that state resources have
proven to he extremely suc-essful 1n channzling help to the local community
level. State goveraments tend to have assets and understanding to ensure

complimentary rather than duplicative programs.

Recognizing a st.:e's very important role, Governor James Thompson
estallished the Task Force on the Future of Rural 1111n01s in March 1986. As

a result of 2 very hard 14 months of work on the part of the task force,

ERIC 17,
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colicerns voiced by citizens in rural I111incis are receiving attention. A
Rural Fair Share Initiative has been formed, a permanent Rural Affairs Council
within state government has been established, and countless suggestions
regarding rural education, job training, and community developments are be ing

heard.

Having briefly pointed out the problem and some efforts underway in
I17inois to address key components of rural decline, let me outline a few

areas I think worthy of your consideration at the federal level.

TECHNICAL ASSISTANCE -- Most rural communities are governed by | ~t-time or
volunteer leadership. Tn either case, it is difficult for them to keep
abreast of rapidly changing economic influences. Professional guidar-g needs
to be available to assist in the aevelopment of alternate business opportunies
and uniform comunity develcpment. Without <uch guidance, mary communities

are likely to self-destruct.

MODERNIZATION GRANTS -~ Water and sewer system upgrades are still a problem
for some. If there 15 not a way to accomplish reasonable objectives for
modernization, grants might be appropriate as the funding mechanism. Loan
guarantees would also serve a useful purpose. I realize, as we approach these
financially-related 1ssues, budgetary implications you may be considering will

influence the direction of these programs.

‘lC 1
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COMMUNICATIONS -~ We are living in an age of information transfer, yet many
rural systems are antiquated and could not possibly serve the needs of modern
business. Upgraded systems would serve farmers and small community businesses

[ A1)

by helping make them more competitive and efficient.

DIVERSIFICATION -- Traditional opportunities need not be totally discarded,
however, strong erforts to seek out zdditional income through diversification
into less traditional areas could serve to broaden the foundaion of rural
communities. Xnowledge of such potential would need outside influence as the
catalyst. An example would be efforts on the part of the I11inois Department
of Agriculture dcmestic marketing staff to educate farmers as to the potential
in growing poultry for an area packer ir need of expanaed production. State
officials are in a key position in such efforts in that they have a close
understanding of the potential markets and are also aware . ~ potential hazards

to avoid.

LOCATIN INCEWTIVES -- Certain businesses and industry might be well-served by
a rural community, yet may find it easier to pursue an urban location to
narrow risk. Economic incentives could dissolve negative influences for

business development 1n rural areas.
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Aruitoxt provided by Eic:




IN SUMMARY

‘Y

Rural communities are unique. Though some characteristics may be similar,
they each have distinctively different personalities which require individual
attention. Focus at the local level is often very narrow, yet at the federal
level, it becomes too broad. Rural revitalization is unquestionably an area
where strong state leadership and direction supported by federal funding is by

far the most likely to succeed.

There is not time available to ponder the ramifications of failure to act
to revive rural comunities across the nation. The support industries which
have made this country's agriculture the envy of the world, cannot be
reinstated overnight should they fall out of circulation. The spirit and
independence of the rural entrepreneur were the driving forces behind the
founders of this country. That is not easily extinquished, but once it is
out, it 1s certainly not easily rekindled. 1 urge your continued perseverance
in seeking solutions to this very important challenge of our heartland. T' nk

you.
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Testimony of .
Jay R. Hedges
Director

111inois Department of Commerce and Community Affairs

Mr. Cnairman and members of the House Subcommittee on Conservation, Credit
and Rural Development; it is a great pleasure for me to appear before you
today to discuss rural development. My name is Jay Hedges, 1 am Director of
the 111inois Department of Commerce and Community Affairs. 1 am pleased that
the House Subcommittee on Cowservatton, Credit-amd Rural Develggment has™
chosen to play a leadership role in rural development. This morning, I would
1ike to share «ith you the role of the I11inois Department of Commerce and
Community Affairs in rural devetopment, information on the nature of rural
1"Vincis, and suggestions about how the federal government can help

The Department of Commerce and Community Affairs (DCCA; was established as
the primary agency to promote community and economic development in I1linois.
The department serves as the central source of information and assistence for
businesses and local governments in the state. The primary responsibilities
of the agency are to ensure economic stability, enhance business prosperity,
and increase employment and employment Jpportunities.

Numerous specific programs are beinc used to assist I11inois communities
to prepare themselves for commerci.i aid ‘ndustrial development. The
department runs the large Community S:rvic2 Block Grant, the Community
Development Block Grant and the Job rainiig Partnership Act. With state
revenues, DCCA provides business financing capital, employee training,
government contract procurement assistance, b' ‘ness management assistance,
and nunerous other resources. Our anency also undertakes tourism promotion,
operates the Office of Films, anc runs the international trade promotfon

efforts in 111inois.
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Many of DCCAs programs are targeted to assist the state's small bysiness.
In I1linois small businesses employ about half of the state's workforce,
contribute 42 percent of sales, and generate 38 percent of the gross state
product. Small firms are on the cutting edge of innovation, providing
products, ideas, and opportunities for the future. o

The Department of Commerce and Cosmunity Affairs is also unique in that we
have developed a statewide marketing network to help firms identify and gain
access to local, state, and federal economic development programs. This
network of professional staff and informational resources help to assure the
success of local economic development projects.

As a result of DCCAs efforts in FY 86, 42,240 jobs were created or
retained; over 170 new and expanding manufacturing plants were assisted; and
numerous business prospect tours were given.

With respect to economic development assistance, the Department of
Commerce and Community Affairs manages severa: important programs. Our
financial programs cperate in concert with private lending sources and our

management{ and technical assistance programs are delivered at the local level

by service organizations that are heavily involved in comwunity development.

BUSINESS FINANCE
Briefly, some of DCCAs nrograms include:

The Fixed Rate Finan.’'ng Loan Program is nationally unique. The fund

combines the Small Business Administration's 7a loans with low irnterest state
funds. The fund provides long-term, fixed-rate financing to I1linois
companies, creating new employment opportunities for low- to moderate-income

workers.

RIC 17¢
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The Busfness Innovation Program and Fqutgy Investment Fund are equity

tinancing programs geared toward the development and commercialization of new
{deas and technologies for young companies.

The state-financed Smal) Business Development Program which is a part of

Build I1114nois offers low-interest direct loans for up to 25 percent of the
cost of a business retentfon or expansion project in cooperation with private
sector lenders.

The Large Business Development Program offers financing to large

businesses lccating fn I11inois or for an expansicn or retention of an
existing large I11fnois firm.

The Community Development Assistance Program awards grants to communities-.

through a funded quarterly competitive cycle for development opportunities.
The communities then usually make loans to businesses at reduced interest

rates or use funds for infrastructure improvement.

SMALL BUSINESS MANAGEMENT ASSISTANCE

The department runs programs offering small business ms ugement counseling
and trafning assystance for new and ongoing business owners and a statewide
technology commercialization assistance program.

Small Business Development Centers (SBDCs), eight of which are 1ocated

throughout rural I11incis, bold instructional workshops or provide counseling
on specific business issues such as financing, marketing, procurement
opportunities, production, business organization, etc. Ten of the state's

SBOCs offer specific self-employment or entrepreneurship training programs.

-3-
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Technology Commercialization Centers of fer technology research and pr duct

commercialization analysis. nis is availat™ .hrougn 12 of the state's rajor
research universities and federal labs, seven of which a. e located in rural
areas.

VT

COMMUNITY DEVELOPMENT

The De,artment of Commerce and Community Affairs administess significant
resource progrums designed to assist local governments and communities in
economic development activities.

Job Training Services -- The department administeis job training programs

in 26 regions which help to cover the employee training costs ror busiresses.

The 111inois Enterprise Zone Program stimulates economic growth and/or

neighborhood revitalization in 49 areas or zones of the state including
fiftee: in rural cities. Cormercial or industria. firms which locate or
expand in an enterprise zone can benefit from property tax abatements, a
one-half percent investment tax credit, an exemption from the state sales tax,
a $500 tax credit for new workers hy-od and other incentives.

The "Build I1Yinois" Infrastru..ure Assistance Program helps DCCA make

grants or Joans for access roads, sewer~ utility hook=-ups, or other
infrastructure which con*ributes to ecoromic d¢ r2Topment.

Tax Increment Financing (TIF) -- Almost 100 commu. *ties in I1linois use

incremental prope-ty and szles taxes to finance the costs of publicly provided

project improvements needed to help induce private recevelopment.

_4-
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Industrial Revenue Bonds (IRBs) -- INlinois issued more than $850 million

in industrial revenue bonds in 1985 to help industrial firms locating and/or
exparding in the stat. shich reduced their interest rate c-. borrowed fund-

The Property Tax Abatement Program allows any taxing district in I1linois

to make available a property tax abatement which can be used to, help attract
an indust: ial or commerc al firmor to expand an existing industrial or

tommercral operation.

ILLINOIS RURAL ECONOMY

Even with all these resources, DCCA 1s not able to adequately meet the
needs of our rural citizens. I1linois' rural economy is in transition,

causing a need to direct additional finsncial ard technical assistance into

the state's rural zreas -- like other state, are doing.
Let me share with you some facts that dranatize the situation.
Notwithstanding the fact that I11ino1s is »-me to the third largest urban
area n the U.S, {Chi. 10 area), I11inois is largely a rural state. Almost 80
percent of the counties in 111inois are non urban and do not have a
central city ol 20,000 population or more within their borders. Almost 50
percent of the counties in the state have a total population of less than
20,000.
Industry in rural I111n01s consists primarily of agriculture {grain and
livestock) but also includes mining, manufacturing, and retzil industries.
The agricultural industry 1n I1linois is a major economic component of the

gross state product.
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¥ithin the agricultural economy, grain crops are a major product. Corn
and soybeans command the most acres in 1111nois. Wheat and oats have been the
main secondary grain crops in I1linots comprising six percent of farm
production. A second major paict of 11linois' agricultural industry is
livestock. ihe state's pork productfon is approximately doublg, that of
cattle. The economic impact of ‘livesfock is substantial, representing 30 — -
percent of total farm cash income.

In the last five years, exports of 1111nois feed grafn products have
declined. In this same period, I11in.is has dropped from second to third in
value per state of total agricultural exports in our natfon. State
agricultural statisiics show deficit returns for cost of production for pork
and grain products over tiie last few years. In fact, returns on hcg
production have been negative in six of the last seven years.

INMinois' rural area poverty is a reflection of the economic distress in
rural America. In one-half of I111inois’' rural counties, more than 12 percent
of the population have fncomes falling below the poverty level, and two
counties nave couble the national average of low-fncome with over 24 percent
of their population falling below the poverty levels.

Tue unemployment rates are relatively high in I114nois' rural counties.
Unemployment rates have increased in rural 11linois. The January 1987 average
uremployment rate for rural counties in 111inois s over 14 percent.

Farming, however, is not the only rural industry to be affected.
Employment in the mining industry declined by over nine percent in the past
year, and personal income derived from mining is expected to drop more than 15
percent. These individuals will also be seeking new ways to support
thems:lves and perhans new places to live. One-fif** of 111inois' rural

-6-
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counties are dependent on manufacturing as a main source of income. As this
industrial component, the manufacturing base, shifts production or improves
efficiency, more rural jobs are displaced.

Like other states, the commnities of rural I1linois have also seen 2
change in the population base. Increased farm productivity and, increased
employment opportunities in urbanized areas in the last 20 years have led to a
major shift of population from rural to urban areas. 1n te past
quarter-century (since 1960), over 44 percent of the farm population left
their farms and moved to other areas. In the last five years, larger numbers
of individuals are moving back to rural areas even though they work in an
urban center.

The shift of rural citizens is creating more regionalized communities.
More and more of the personal services, retail industries and interstate
transportatior Tacilities are disbursed throughout a multi-county region. In
many cases rural residents must travel many miles to receive needed medical
attention, purchase the products they desire or connect with both air and
ground transportation.

While there are rural problems, there is also a good deal of rural
stabiiizat fon and strength. The positive mental attitude of rural individuals
{s promoting an increased willingness to do what is necessary to help change
the economfc conditions of rural I1linois. Eccnomic changes are evidenced by
an increasing number of auto suppliers bringing new employment opportunities
to rural areas. Value added agricultural processing facilities are providing
new uses for I11{inois crops and stabilizing production costs which presents an

encouraging future.

-7-
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TLLINGIS RURAL ASSISTANCE EFFORTS

I1linois has not been unconcerned with the needs of our rural areas. In
the last several years, more and more specific s - a~e being taken to
preserve the special character of Iilinois' r al areas.

Hlinois, in its efforts t2 assist ru-al areas ind combat,the problems
vhich these areas face, has developed a wide range of responses.

RURAL REVITALIZATICN EFFORT

ERIC
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In 1985, I1iinois created the Farmer Service lelivery System to address
some of the specific needs of rural communities. This e¢f%.rt served to
redouble existing state resources and specifically target state services to
rural areas. Components of the service delivery system initiative ~clude:

The Agricultural Family Assistarce Program, which assists farmers

experiencing a stressful situation {such as family unemployment, legal
problems, financial crises, farm foreclosures, etc.) by directing them to
those who deliver the appropriate services. Through the nine state regions
desigrated by the University ot I11inois, Agriculture Extension agents and
Home Economics Extension agents identify farmers in stress situations and
refer them to a program that could help them.

The I11inois Farm Legal Assistance Foundation, which assists I1linois

farmers in acquiring legal help. Farmers in need of legal assistance receive
one hour of a participating attorney's time free of charge and pay only $5 per
hour for the next six hours of legal work. Terms for legal services beyond
the initial seven hours ' 11 be arranged between the farmer and his or her
lawyer. To qualify for the program, an I1linois farmer must derive at least
60 percent of his or her income from farming and must have a debt to asset
ratic of more than 50 percent.

-8-
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The Rural Route Program advises farmers who have financial problems in

relation to their farming operation. Ag advisors make individual visits to
farm families and can help prepare family living budgets, production budgets
and break-ever analy-es to map out a strategy to remain solvent.

A Farm Resource Center is a siress aid center for the farm population,

Outreach counselors located in each of the nine Ag regions are experts in
stress counseling, and handle all referrals either by giving direct service or
by helping the client get needed service through a local mental health center,

The Dislocated Farmer Service Center is operated throughk ten community

colleges in I1linois; this program delivers employment training or re-traininng
to dislocated workers. Farmers who are fureclosing their operation or those
who have been out of farming for a long period of time and have not found
suitable employment could be eligible for these services.

TASK FORCE ON THE FUTUk. OF RURAL ILLIXOIS

On March 20, 19536, Governor Thompson announced the formatior. of the Tas':
Fer e on the Future of Rural I11inois. Led by Lieutenant Gcvernor Ryan, tne
Rural Task Force members held 22 public hcarings and visites ~ore than 115
cities to listen to the concerns, views, and problems of small town citizens.
Major recommendatione of the Task Force include:

Maintain the Rural Emphasis. This has 12d to the creation of tiie Rural

Fair Share Initiative, a permanent Rural Affairs Council within state
government, and the I111inois Institute for Rural Affairs.

Bolster the Rural Economy. The Task Force has urged the state to expand

its exporting efforts; help increase value added processing; continue to

address rural infrastructure problems; and promote rural tourism oppuriunitiec.
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Aruitoxt provided by Eic:




180

Strengthen Local Government. The Task Force urged the General AsSembly to

eliminaie the practice of passiny state mandates without prc:iding fur
appropriate financing. In additior, the Task For-~e recommended that the
continued reljance on local property taxes as the primary source of financ:ing
local schools shoule be reduced. And finally, the Department of Commerce and
Community nofalrs was encouraged to help Yocal leaders develop the ability to
best handie their resporsibilities, which are growing more complex.

Improve Education and Human Resources. The Task Force found a need for

creative approaches by rural schocls to improve thefir quality of education --
for exampie, through teacher and program sharing. The Task Force also
recommends that state health and social service agencies improve their
services, possibly by increasing outreach and home care <ervices. Finally,
the Task Force calied upon rural health care systems to form cooperative

ventures to bring down costs, improve quality, and ensure timely services.

INVESTMENTS NFEDED IN RURAL AREAS

Using innovative programs designed for farmers and rural residents, the
federal government should 4irect new financing into the rurai areas of each
state. Financing is a critfical component of economic development and
diversification for rural areas. In addition to the federal funds, private
investments must also be leveraged and directed to u.al areas.

The federal government should join state and local efforts to encourage
capital investment in rura: America. For example, banking regulations often
create barriers to the flow of capital to the upportunities available in rural
areas. Bank regulators have to classify risky loans in order to protect

deposfitors, but fnadvertently this makes it expensive for banks to lend to

smaller and newer enterprises and to contfinue finvestments in farm production.
~10-~
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The Glass-Steagall Act requires that banks cannot make equity investments,
which denfes small firms a stable source of funds. The result is that banks
are not encouraged to actively seek new customers and because of the small
return on agricultural investments and the low individual loan limits of rural
banks, many private lenders are reluctant to invest in rural Agerica.

NONPROFIT NATIONAL CORPGRA.IONS

I would encourage you to look for innovative ways to provide financing
assistance to rural Ame~ica. For erample, Congress established the new
USDA/FmHA Financing Program {Nonprofit National Corporations Loan and Grant

program), which will provide up to $20 million of guarantee authority and

development purposes. 1 am pleased that I1linois has been chosen to
participate in this new program. For this program to be successful, some
administrative {lexibility is needed. Interest rates should be similar to
those allowed by the SBA Guaranteed Lcan programs. Also it would be
preferable if the federal guarantee would cover 85 percent of the loan and not
the 80 percent. Increased flexibility over the form of the guaranteed bank
note is needed because of I1114ncis’ six separate state banking regions.
Finally, as 111inois begins to qualify projects for financing, state and
federal government must Ye sensitive to the timing needs of each project.
I114nois normally processes its state companion loan applications in four
weeks, and would hope a similar time frame i< used by the Farmirs Home
Admiristration (FmHA) for its informacional review.

1t is important that federa! assistarce be flexible -- lvan guarartees,
direct loans, ararts or other forms of financing are needed dnd should be
managed by the state and local governments to ensure maximum effectiveness,

-1-
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I1linois' Nonprofit Nat oral Finance Corporations Loan and Grant Program
efforts, for example, will be targeted for rural development -- improving
business, industry, and employment ia rural arees These strateg.es include
stimulating private financing of small businesses or self-employed operations;
finaucing traditional manufacturing and industry which are to be located in
rural areas and promoting agricultural diversification or value added
processing c¢f I17inois’ agricultural products. These targeted investment
activities are consistent with the national purpose of the Nonprofit National
Finance Corporation prograr and also meet the State ¢f I1linois' needs.

State and federal funds at needed to finance revolving loan funds for
displaced farm workers seeking to develop their own sma’l business or trade in
order tn make a 1iving. Financing new small firms in rural areas provides
displaced farmers an opportunity tou use their technical skills in a new
business pursuit. These businesses can sometimes be operates out of the home
and cften require financing under $25,000 in order to become capitalized. The
most appropriate type of financing for such firms is from a revolving loan
fund, financed in part by Farmers Home Administration funds and by state funds.

Additiona: financing for more traditional business and industrial
expansicns in rur. 1 areas would offer job opportunities to displac-d farmers
and supplement the agricultural sources of rural family income. Financing in
the form of FmHA guarantees, direct state loans, and private assistanre should
be available based on the particular financing gap experienced by the firm.

Adding new value to farm products is an additional method to promote rural
development. This st-ategy furtter serves to diversify rural economies from
sources other than cash grain, e.g., corn or soybeans. Example of these types
of conceras might include commercial and value added agri-businesses, suck 1s

alfalfa processing, ethanol production, egg breaking, meat orocessing, etc.
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TECHNICAL ASSISTANCE NEEDS

The federal government can also assist states in providing the #uch needed
management and t2chnical assistance to rural individuals and commu-ities.
Funds are needed to train community leaders in rural area< -~ to help them
carry out their many important responsibilities. Rural community officfals
are often part-time and lack the time to develop the needed expertise. There
is a need to understand complex federzl requlations and standards; handle the
problems associated with a dispersed community; and unf+miliarity with today's
more sophisticated economic development financing programs.

The missing link 1n many rural development projects is more and better
technical assistance. Large communit.es have available resources to contract
with firms or hire staff for such assistance. The smaller rural community,
however, needs a no- or low-cost source of staff or expertise which can
identify programs, regulations and procedures which are essential to the
community's development efforts. Federal support 15 needed for this technical
assistance and can be provided through state development agencies Technical
assistance directed to communities must include -- identification of
alternative agricultural and rural enterprise production options, feasibility
studies, market-based studies, engineering reviews, production analyses,
suggestions for alternative non-production land uses, business management
counseling and training programs, and entrepreneurial or self-employment

training and similar efforts.

CON JLUSION
The De,artment of Commerce and Community Affa rs will continre its efforts
to increase economic and employment opportunities.
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Using the proven strategies of a stable tax climate, business loans and
technical support, and access to other types of financing, DCCA improves the
growth opportunities (or I1linois firms. This is an important part of
revitalizing the economic base of all areas of the state.

Assistance, bott financial and technical, is essential te the-development
of rural areas. The key factor, however, that will tie tie resources together
s a working partnership between the federal, state and local governments and
the private sector. Only through a joint effort can the revitalization of
rural areas become a reality.

I commend you for holding these hearings and thank you for the opportunity

to speak.
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Testimony of Jim Hall

Governor's Office
State of Tenn- .see

1 would like to begin by summarizing some of the findirgs from « recent study

prepared by Tennessee's Advisory Commission on Intergovernmental Relations
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Tennessee's uncamployr.ent rate has been consistently higher than the U.S.

since 1979.

Rurul areas experience higher unemployment and greater instability in

unemp loyment rates than urban areas.

Nearly one-third of Tennessee's ccunties are historically and persistently

poor.

There 1s a strong reiationship between income and level of educational
attainment; only 39 percent of the adult population of the poorest counties

finished high school compared to 58 percent of the richest counties.

Poor counties are mostly rural

Metro sreas have higher incomes, higher levels of educational =*tainment;
higher growth ratec in population, sales tax collections, and per capita
incomes, lower unemployment, and rank higher overall in both the growth

index and economic health index.

Non-metro areas have 34 percent o  their work f>rces empioyed in
manufacturing compared to 2C percent for metro a.ea., therefore, the recent
losses in manufacturing jobs have had a greater impact on non-metro (and

hence, poorer) areas.
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The problems that Tennessee has are increased by the dispariry betwseen the
urban and rural areas of the state. The major cities are close to or above the
nationa! average in per capita income. The latest statistics produced by the
U. S. Bureau of Economic Analysis show that only two counties had a per capita
income above the national average. BRoth of these counties are in th. Nashville
metropolitan area When the state's metropolitan areas are taken as a whole, they
had a per capita income 78% of the national average. 1his is in sharp contrast to
the v4% for nonmetropolitan areas. Additionally, seven rural counties had a per
capita income less than half the national average, while another 34 countries had
per capita incomes between half and two-thirds the natioral average.

Accoriing to a study by the U §. Department of Agriculture, Tennessee has 27

counties that are classified as areas with "

still persistently low-income"(SPLI),
About two-thirds of these counties are located in the Appalachian region of middle
and east Tennessee and are concentrated along the Kentucky border; the remainder
are in west Tennessee.

There 18 a close relationship between the urban/rural nature of a county and
the income level. The greater the percentage of a county's population that is
rural, the lower the per capita income. This tendency holds true for the SPLI

counties. all 27 counties have at least half their respective populations classified

as rural; 15 of the 27 counties are as 100 percent rural.

One indication of the dilemma faced by these low income counties is revealed

by a comparison of the relative income level with educational attainment. A

recent study has shown that 15 of the lowest income counties also have the lowest

educational attainment. In addition to the relationship between education and

income, rthere is also a strong relationship between elucation and unemployment,

the higher the unemployment rate, the lower the educational 'evel.

ERIC

Aruitoxt provided by Eic:




187

Other signs of the disparity between the urban and rural areas of the state
are the level of unemployment and the employment growth patterns. The nonmetropoli-
tan area unemployment rates have been consistently higher than metropolitan rates
since 1973, 1In 1985, the metropolitan areas had an annual average unemployment
rate of 6.3%, while the nonmetropolitan areas’' unemployment rate was 1i.42.

A slowing down of employment growth occurred before the 1980 recession and
may be related to the exportation of manufacturing jobs and the chronic problems
of American agriculture. The post-war growth of manufacturing (particularly
non-durable manufacturing) in rural Tennessee probably sustained small family
farming by providing alternative and supplementary nployment for fa'm families
The simultaneous decline of manufzctu.ing and farming has contributed signiflcantly
to higher levels of employment in many rural areas. Moreover, persons whose job
skills are limited to farming and traditional manufacturing will experience
limited reemployment opportunities except in low wage service jobs.

Current growth patterns are increasing the disparity between urban and rural
areas. Employment in urban areas increased 5.7% from 1980 to 1985 and 2.8% in
rural aveas. During this time period, most of the counties in Tennessee that
experienced ranid employment growth were in middle and eas: Tennessee. The
largest concentration of low employment growth counties were west of the Nashville
metropolitan area. Most of the counties that experienced employment losses also
experienced losses in manufacturing emplovment. The concentration of job losses
in manufacturing that occurred in the rural counties of upper west Tennessee were
primarily in the nondurable goods industries, trose hit by foreign competition.

In manufacturing, jobs reached an all-time high in 1979 then declined drasti-
cally and have not returned to the 1979 level. Altaough there was a short-term
upward trend in 1983, jobs decreased again during 1984. As a result of recent
slow employment growt: trends, 52 Tennessee counties (47 in nonmetro areas) had

greater than 10X unemployment in 1985, compared to 8 national average of 7.2% and

a state avera_e of 8.0%.
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Because of the lack of employment opportunities in rural areas many people
are forced to move to urban areas or commute long distances for work  Without
sufficient employment opportunities in our state's rural areas, many of the
communities in theses areas will not be able to survive.
To corvect these long term problems a new approach to economic development is
needed in Tennessee, especially in rurai areas where unemployment has remained
high and income low. Little thought has been given to what type of infrastructure
would best suit a small community. Even less consideration has been given to what
type of industry should be recruited or business development assistance provided.
Expensive investments have been made for water and sewer lines, rail spurs, access
roads and industrial spec buildings and property, only to recruit companies that
produce non-durable manufactured goods. The result has been apparel and textile
industries dominating Tennesses's rural economy. Now, widespread plant closings
have left many coumunities with few jobs, low skill levels among workers, and
little hope.

To solve these problems, a cooperative effort between the state and federal
governments will be nceded. In Tennessee, we have deve..ned several programs that
ve feel will aid in the economic development of the state. First, we have initiated
a venture capital program to assist in the start-up of gew industries. Second, we
have im lemented a better schools program to improve teacher pay and increace the
quality of elementary and secondary education. Third, we have started a massive
road improvement and (onstruction program that will improve access to the rural
areas of the state Fourth, we will be :mplementing a housing program to make it
possible for low income families to have access to decent housing. Fifth, we will
be implementing an indigent care program to insure that low income persons will
not be denied access to the health care system. Sixth, we will be prepa.ing a 95
county job plan to coordinate all of the state's development programs and to serve

as a guide for the formilation of economic policy.
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One of the most important parts of our economic develcopment initiatives will
be a series of cabinet meetings that our Governcr will be holding across the
state. The purpose of these meetings will be t« learn what Tennesseans are
concerned about and focus our gtate programs to address those concerns.

From the federal level we would like to see support for rural development in
the form of programs to assist the small businesses. One area where assistance is
needed 1s in the financing of new businesses operating expenditures. A program
that would provide support during the crucial startup period would insure that
more small businesses surv.ve and contiaue to provide much needed employment in
rural areas.

To summarize, the primary problem that we face in i.-nessee is one of uneven
economic growth across the state. The challenge we face i: to manage growth in

areas that are doing well and stimulate growth in the areas that are not.

ERIC
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STATEMENT BY ALICEANN WOHLBRUCK, ON BEMALF OF THE NATIONAL ASSOCIATION OF DEVELOPMENT
ORGANIZATIONS (NADO), BEFORE THE SUBCOMMITTEE ON CONSERVATION, CREDIT, AND RURAL
DEVELOPMINT OF THE COMMITTEE ON AGRICULTURE, UNITED STATES HOUSE OF REPRESENTATIVES,
MAY 19, 1987

Mr. Chairman, mambers cf the Subcommittee on Conservation, Credit, and Rural
Development I am Aliceann Wohlbruck, Evecutive Director of the National Association of
Develogment Organizations (NADO).

I would like to thank you Mr. Chairman and the ranking minority member Mr.
Colaman for inviting NADO to be represented at these he.:ings today. Our members are
aware of your leadership in gaining betr.er understanding of the needs and problems
faced by rural cammunities. We are grateful for the opportunity to cament on the
problems facing rural communities and the rural development legislation pending before
the Subcamittee. We offer our asscciation’s assistance as you refine the bills and
gain passage of them.

NATIONAL ASSOCIATION OF DEVELOPMENT ORGANTZATIONS

NADO was founded 1n 1967 by a group of economic development disti.cts to
encourage the creation and retention of jobs 1n rural and amall metropoliuin areas.
Today our members are rulti-county planning and developnent organizations and other
state and local sgencies which help local govermments and the private sector work
together on business, comrunity, economic and rural development Programs. With a
amall Washington staff and a strong grassroots network NADO carries out a number of
information, training and service functions.

Among our members are the Southwest Tennessee Development District whose
Executive Director George Boyd serves on the NADO Board and the Green Hills Regional
Planning Jommission whose Executive Director Michael Johns serves as NADO Secretary.

DEVELOPMENT DISTRICTS

For thousands of cammunities, development district staffs provide the only
professional assistance to governments, busiresses and citizens in the field of
econamic development. By working cooperatively through development districts, local
governments and the private sector can maintain and create )Jobs with a minimum of
control from Washington and maximum local participation. Development districts have
become an essential part of the "insti.utional infrastructure™ in much of rural
Averica.

For gmall metropoli* and rural communities, the Farmers Home Administration
(FmHA) non-farm Programs, Ecunamic Development Administration (EDA), Appalachian
Regional Cammission (ARC), and Snall Business Administration (SBA) are the federal
develoment programs which have been of the greatest value.

4
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BCONOMIC QONDITIONS VARY WIDELY

NADO's mambers serve rural and small metropolitan areas across the country.
In the areas_where our members work, they are concernad about the econamic well-being
05a substatl region rather than a single jurisdiction, If a rural (or urban) area's
econamy is defressed and its resources are under- vtilized, the entire country should
be concerned and efforts should be made to help people to improve tneir situation,
Over the past 20 years the professional staff of regional organ1zations has helped
local people to create jobs by making public 1investme .ts which encourage private
1nvestment.

DISTRICTS PROVIDE ASSISTANCE TO SMALL RUSINESS THROUGH SBA PROGAMS

One example of how districts serve as a develogment resource 1s our
involvement in the SBA Section 503/504 program. Approximately half of the Small
Business Miministration's Section 503/504 Certified Development Companies were
established on a regional basis by develomment districts, By using the 503/504
program, many small businesses have been able to cbtain guaranteed loans for fixed
asset financing in cambination with private funding. Without the institutional
infrastructure established by EDA, certified development company financing would not
be available in small metropolitan and rural areas.

RURAL ECONOMIC DEPRESSION

I would like the sibcommittee to cornsider the particular problems which
continue to be faced by many rural areas and small cities.

The general econamic recovery of the past several years has bypassed many
rural areas. In each region of the country, the metropolitan areas are outperforming
the rural areas. Preliminary results of a survey done by the Appalachian Regional
Camission on the economic conditions of -11 of the ation's counties fram 1970 to the
m1d-1980°s show that a two-tier economy 1s developing, Their study shows that the
econamies of a large number of counties extending fram Canada to the Gulf of Mexico
are performing poorly. The urban areas of the East and West and same areas 1n the
South are enjoying econamic prosperity, but rural armas 1n the same regions are not
faring as well,

Same of the findings i1n the udy include:

* It 18 evident that the benefits of the recovery and prosperity in the United
States are not being enjoyed to the same extent 1n all areas of the country.
Same regions are clearly emdowed with a higher number of better-performing
counties than are other regions,

* In each region of the country, the metropolitan areas are outper forming the
rural areas. The decade of the geventies saw a gshort-lived surge 1n growth 1n
riral counties and small towns, which was a reversal of the farm-to-city
movement that started at the beginning of the century., By 1980 the trend
reversed and outmigration from rural areas was again the norm.

* The effect of the decline in manuf.cturing employment 1n the U,8, 18
markedly evident. Areas that depended on traditional marufacturing have been
shaken by the dnnd’ing relative role of manufacturing as an employer 1n the
U.S. econamy.
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» Those areas that are still heavily dependent on textiles, apparel, shoes and
wood products as a source Of manufact iring growth arc losing out.

In addition to the proolems 1dentified in the ARC study, there are serious
probleme in many of the extractive industries such as mining, timber and fishing which
are located in rural areas. Except foi precious and strategic minerals, the mining
industries throughost the country are having major problems. In the timber i1ndustry
anmployment has been lost because Of mechanization and mmport competition.

The growth of the service econamy 1s also bad news for rural arsas. Both
busireas ad personal services depend on large mumbers of businesses and people as
curcamers. Professional service providers depend on state-of-the art cammunications
and good tzansportation. One of the results of deregulation for rural areas is the
lous of airline service and inadequate systems for high-technology :iranamission by
rural telephone companies.

Experts say that there is a rural economic C.1818 1in all but 20 to 25 percent
of normetropolitan counties. Rural areas that are prispering include resort
retirement areas that are enjoying an inflow of Private and government pension and
Social Security money.

Recently the media have reported a renewed optimism in the Parm Belt because
of rising camodity prices, more farmland being sold ani an apparent plateau 1n farm
debt. However, The Wall Street Journal in a May 11 article headlined "Farm Optimism
Rises, but Woes Persist" pointed out that the problums are not over:

But the recovery 1s largely a goverrmen*-funded mirage, Fammland prices in
most regions are still sliding, and tne nation's two larges* farm lenders are
st1ll holding foreclosed acreage the size of Hawaii off the market for fear of
worsening the skid. Farn failures in parts of the Midwest are still ruming
at 2.7%, down only slightly fram the disruptive rates of the past two years.
And perhaps most 1mportant, government farm spending, projected at nearly $26
billion this year, 1s holding steady at levels far off the historical charts.

THE NEED FOR FEDERAL INVESTMENTS IN DEVELOPMINT IN RURAL AMERICA

We believe that the federal govermnment has a responsiblity to encourage, 1n
fact to foster, econamic development and econamic diversification in rural and urban
areas. Not all communitles are eqally endowed with econamic resources and the
effects of broad macro-econamic policies do not fall evenly acroes the land. Many big
cities and major metropolitan areas are now experiencing an urban revival thanks 1in
part to federal investments through programs like the Cammunity Development Block
Grant and Urban Development Action Grant programs.

For small metropolitan and rural cammunities EDA 1s the federal developmert
program that has been of the greatest value because of the types of assistance that 1t
makes available for planning, technical assistance, public works and revolving loan
funds. We are pleased to see similar types of assistance would be made available
through the Department of Mriculture under Mr. Jones an’ Mr. Coleman's bi.ls.
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Tte federal furds which are provided by EDA, are investments returning tax
revenues, not one-shot expenditures. EDA dollars help rural areas create jobs,
improve incomes and leverage private sector funds. We are pleased that EDA, although
much reduced 1n the past seven years, 18 now focusing more of their remaining funds in
rural areas. However, 1t i3 clear to us that much more than the current $200 million
in the total EDA budget will be required to halt the econamic deterioration in mzny of
our nation's rural cammu-ities.

FEDERAL DEVELOPMENT PROGRAMS FOR RURAL AREAS DRASTICALLY REDUCED

Pederal grant and loan programs of considerable concern to NADO mambers were
cut by 61 percent fram 198" to 1987. The Reagan administration's fis~al 1988 budge.
would being the reduction since 1980 to 67.5 percent. Nearly one-third of the
reduction from 1980 to 1987 was the temmination of General Revenue Sharing, but the
rest of the cut was spread among many asmaller programs. The fact 1s *hat the
Administration and the Congress have eliminated sane programs and severely curtailed
others, including =0A, ARC and FmMA. Attached to this testimony 18 a chart showing
the dramatic decline 1n funding for rural development programs since 1980, The 1988
column shows what has been requested by Presicaic Reagan for the coming fiscal year.

EDA, ARC, AND FMHA PROGRAMS ARE MOST IMPORTANT TO RURAL AMERICA

A NADG staff examination of the flow of federal funds to localities for
infrastructure-related purposes reveals the importance of Economic Development
Administration (EDA} Appalachian kegional Commission (ARC), and Fammers Hare
Administration (PmHA) nonfarm programs to rural America. In the wake of the
termination of General Revenue Sharing, iural cammunities are facing continuing
threats to federal aid for infrastructure-related functions important to their
econamic futures. Same would-be federal budget cutters and policy arbiters would
eliminate EDA, ARC, and PmHA nonfarm rural development programs and reduce bot’
Cammunity Develofment Block Grants (CDBG) and Envirommental Protection Agency _PA)
wastewater programs, In the absence of EDA, ARC, and FmHA programs, CDP3 and EPA
wastewater grants would be the only federal funding sources for 1mportant
infrastructure projects.

An analysis of the total of both CDBG (entitlement and nonentitlement) and EPA
(Constzuction Grant. for Wastewater Treatment Works, 205(3) Water Quality Management
Grants, 205(g) Construction Management Assistance Grants, and State and Interstate
Wate. Pollution Control Program Grants) funding allotments shows that 13 states (New
York, Califormia, Illinois, Pennsylvania, Ohio, Texas, Florida, Massachusetts, New
Jersey, Michigan, Indiana, Maryland, Missour: plus Puerto Rico) got 65.1 percent of
the fiscal 1986 funds. The other 38 states got less than two percent, for a total of
34.7 percent. More significantly, 21 states got less than on percent each, for a
total of only 10.2 percent. For this latter group of predaminantly rural states,
funds fram EDA, ARC, and PmHA are very important. Relatively amall grants and loans
from these three sources loom larger .n the context of limited amounts from COBG and
EPA.

O
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Below the statewide level, EDA, ARC, and FmHA are particularly important to
distressed rural areas. In toe aggregate, over 70 percont of the CDRC funding and
perhaps 75 percent of the EPA mney goes to metropolitan cities and ootnties, On a
state-by-state basis, the small cities’ share of CDBG funds 18 as little as eight
percent, In more rural states the percentage of furis going to nonmetropol itan
canmunities may be high but he dollar amount is relatively small. Several states
received less than $1,5 million 1n nonentitlement CDBG furds in 1986.

THE NEED FOR IMPLEMENTATION OF EXIST'NG RURAL DEVELOPMENT LECISLATION

On behalf of NADO members who daily face the problems of helping local
governments and businesses survive at the grassroots level, I thank you Mr. Jones axd
Mr. Coleman for intrcducing bills desigoed to provide a canprehensive framework for
rural development within the Department of Agriculture.

This hearing and the bills introduced by the camuittee mambers offer an
excellent opportumity and focus for reexamining and refining e “ing sta‘utory
authorities. For example, there already 1s a requirement that al areas be given
first priority in the location of new federal offices and facil. es. This has been
on the books since enactment of the Agriculture Act of 1970 with little real effect.
Perhaps there should be same refinement to make the requirement effective. Maybe the
telocation of existing facilities should be included and the focus should be on
distressed communitites, both urban and rural, 1n order to broaden support in the
Congress wh:le addressing a real problem,

We agree with the authors of tiese rural development bills, that the y.S.
Department of Agriculture must became i1mvolved 1n non~faon developnent programs.
However, we are fearful of putting all of our rural develogment eggs 1n oe basket.
Just as urban areas receive development assistance through various federal
departments, we believe that rural communities must be eligible for various types of
federal assistance. Rural comnunities must continue to be eligible for transportation
assistance frum the Department of Transportation, for small business assistance aid
fran SBA, for econumic develogment funds fram the Department of Cammerce, etc. In the
past several years we have seen thi1s subcammittee add funding for non-farm FrmHA
programs and then watched USDA reprogram the funds to agricul ture.

Although others may disagree, one long-time USDA rursl develomment official
(Joseph C. Doherty in American Land Forum Magazine Fall 1986) has the following
camentary to offer:

Is USDA t.e most appropriate place to center leadership of the rural
development process? Despite all that the Jepartment has accarolished, 1t
remains predaminantly a service and support agency for (J.S. coamm'rcial
agriculture. Only one Secretary in 30 years showed a personal and continuing
interest in balancing farm programs with the variety of community improvement
endeavors that make up the th“e rural deve.opment process. In 1986 there 1s
almost as little interest in the subject at policy levels in USDA as there was
before Under Secretary True Morse got things started 30 years ago.

O
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NADO was One of the groups who supported enactment of the Rural Develoment
Policy Act of 1980, and we had high hopes that the Office of Rural Development Policy
and appointment of an Under Secrstary for Rural Develomment would lead to USDA
leadership ir the field. Unfortunately we have seen the Office of Rural Development
Policy abolished and the Under Secretary's position filled only on an acting basis for
almost a year. Simply moving boxes .round on an organization chart will not help
rural communities who face declin.ng revenves and popu.ation losses.

Congress can lead the USDA horse to the rural development water, but they
camnot make it drink.

We support the requirement for a GAO analysis of existing rural programs in
the hope that this will lea] to congressional actlon requiring the Administration to
implement and fund currently authorized prog.ms. As you can see fram the attached
NADO budget analysis, the Keagan Administration has callei fo. elimination of
virtually every existing program for rural develomment.

While volunteerimm and private sector particlpation are essential to the
success of rural development, NADO believes that federal money will be needed to help
bring back or retain economic stability in rural communities. Our members will do
their best to support authorizing legislation such as proposed by Representatives
Jones and Colasan, but we are most concerned at this mament whether the budget and
sppropriations camittess will see fit to include actual dollars for implementation.
The Reagan Administration has told the Congress that money is needed for defense and
for foreign aid, but rural citizens are told to pick themselves up by their bootstraps
and use volunteers.

The three highest priorities for funding for rural development purposes are:

Grants to rural organizations for establishment of revolving loan funds to
help provide capital to create private sector jobs;

Grants and loans for needed infrastructure including roads, bridges, water and
sewer and related community facilities in rural countles and communitles;

Grants to locally-based organizations to provide managament assistance for
local governmants and small businesses 1n rural areas.

WHY ARE VEDERAL RURAL DEVELOPMPNT PROGRAMS NEEDED?

A. A traumatic restructuring of the rural econamy 1s row underway, Study
after study is now showing that the econamic recovery has by-passed rural America and
that the U.S. is developing a two-tier econamy — an expanding urban one and a
d¢slining rural one,

B, Rural areas and their local goveirnments have few or no development
professionals to help tham create and retain private-sector jcbs.

C. Pram 1980 to 1587, federal programs designed to help rural development were
cut a mich greater percentage than those targeted to urban areas.

D. Bacause of the downturn in adriculture, rural governments are beginning to

see a decrease in property tax collections as the value of land declines and more
farmers are going bankrupt. The agyregate value of farmland fell 35 percent ($271

6
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billion) between 1981 and 1986. There has also been an increase in che interest rates
that rural local:ties pay on bonds they 1ssue.

E. The fam bill may help farmers but worsen the outlook for rural communities
because it encourages famers to 1dle more acres of farmland which will result 1n a
decrease 1n farmers' purchases of equipmentand inputs.

F. Experts believe that recovery in the agricultural sector 1s three to five
years away. While the full effect of the farm crisis has not yet been felt, seven
very rural states--Alaska, Loulsiana, Wyaning, Texas, New Mexico, Oklahama, and North
Dakota~-actually saw a decline in their real Rr capita income during 1986. In
addition, depressed petroleum prices have reduced i1ncanes 1n rural areas deperdent on
employment 1n coal, o1l and matural gas praduction.

G. International competition in traditional rural manufacturing, e.q.,
cloting and textiles, has literally destreyed the economic bases 1n many rural
cammunities.

H. It 18 highly unlikely that state govermuencs will be able to f11l1 the
financial gap that 15 being created by the downturn 1n the rural econamy. Total state
tax receipts declined 1n ten states for the year ending 1n September 1986 versus the
year end1ng 1n September 1985 (Alaska, Kansas, Louisiana, Minnesota, Montana, North
Dakota, Cklahoma, Oregon, Texas, and Wyaming), State corporate net incame tax
receipts fell 1n 22 states. Already this year 23 states have been forced to reduce
their budgets reflecting the impact of widespread recession conditions. For example,
the State of Missour1 not only cut the budget but also ralsed taxes, and the State of
Tennessee has reduced the number of state amployees.

OONCLUSION

NADO'S members throughout the country stand 1eady to assist the members of
this Subcamittee as you refine the pending legislation and seek the support of your
colleagues on other cammittees 1n the House and Senate. We are delighted that the
bills introduced by Mr. Jones and Mr. Coleman recoynize the need to revitalize rural
America through non-famm development programs, and look foreward to working for not
only authorization but also appropriations and implementation 1in the coming fiscal
year.

(Attachment follows )
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FEDERAL JUDGET COMPARISON, FY 1988-1988, RURAL PROGRAMS
S Procosed
1988

1989 1981 1982 1983 1984 5] 96

DEPARTMENT OF AGRICULTURE
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FEDERAL BUDGET COMPARISON. FY 1981980, RURAL PROGRAMS

PePARTMENT oF INTERIOR
State Qutdoor Rec  (LWCF) Grants

State Historic Preservation Grants

Pageent 1n Liew of Taxes (WM)

DEPARTMENT OF LABOR

JTPA State Dlack Erant (1998 CETA)
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STATEMENT
on
RURAL DEVELOPMENT INITIATIVES IN H.R. 1800 AND H.R. 2026
before the
SUBCOMMITTEE ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT
of the
HOUSE COMMITTL® ON AGRICULTURE
for the
U.S. CHAMBER OF COMMERCE
by
Stusrt B. Hardy
May 19, 1987

The U.S. Chamber of Commerce welcomes this opportunity to atste its
views on the rural development initiatives contsined in H.R. 1800 and
H.R. 2026. This subject is of grest interest to the Chamber becsuse of its
close relationship with several thousand local chambers serving rural
communities and becsuse many member companies are located in nonmetropolitsn
areas of the country. Moreover, the Thamber represents all segments of the
agricultursl chain, including supply industries, farm and ranch producers,
commodity traders and brokers, snd food and fiber processors, distributors,
wholesalers, and retsilers, many of whom contribute to and depend upon the

rural infrsstructure.

There is ample evidence that rural America has not fully participated
in the current robust expansion of much of the rest of the U.S. economy. For
example, & recent analysis by the Federal Reserve Bank of Kansas Cityl/ahovl
that during the 1960's and early 1970's, per capita income in nonmetropolitan
counties was beginning to approsch per capita income in metropolitan areas.

Since 1973, however, the income gap has begun to increase as city incomes have
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grown st s fsster rsts than rursl incomes. With reapect tu fsrm dependent
countiss, the study shows that real per capits income haa declined on an
svarage sonual basis since 1973. Rursl sress—-especially aress dependent on
sgriculture snd other primary industries—hsve lower incomes, fewer Job
opprrtunities, higher uncmployment rstes, and fewer government gecrvices than

wetropolitsn sress.

Much public aitention has been focussed on fsrm problems in recent
yesrs, and vith g0ood csuse. Recession in the fsrm belt, the oil patch, and 1n
aining snd timber regious has put enormous stress on thoussnd: of rursl
communities. In such con wities, all rural institutions, iucluding schools,
hospitsls, retsil businesses, banks, snd churches, sre feeling the ripple
u«ffects. While farm programs srs importsnt, it is slso sppropriate that
Congress sddress the full scope of structursl change in rursi imerica. The
Chamber, therefore, sppreciates the Subcommittee's interest in fashioning

policies to revicslize distressed rursl communities.

Zub)ic/Privste-Sector Parinership Is Needed

The two bille 'nder consideration todsy, H.R. 1800 and H.R. 2026,
recognizs that the federsl government slone, while an important part of the
total ‘quation, does not have the resourcer or the wisdom to impose a rural
solution from Wsshington, D.C. Rather, the most effective role of the federal
government is to use svailsble financial resources to leverage and mobilize

fer grester resources in the private sector and in stats and local goverument

An example of this {ederal-local-business partnership—and ope in which
chambera of commerce have been enthusiastically involved--ie the Main S.reet
program. Begun seven years ago by the hational Trust for Historic
Preservation to restore the economic health and vitality of gmall cities and
towns, the program has helped over 100 communities in 1l statea to transform
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decaying busiiess districta into thriving commercial s:ctors. The program
involves very little federal eXpenae. It is not # grant program but a program
of technical assistance that helps local communities identify the meana and

methods of restoring their dcwntown centers.

Both H.R 1800 snd H.R. 2026 would strengthen the public/privste-sector
partnership in several important wsys. H.R. 1800 would authcrize the Rursl
Development Loan Fund to make funds available for five years for relending by
local public snd nonprofit private organizstiona to stimulate prowth in
distressed cossunities. H.R. 2026, Title II, provides for needed cooperative
agreements with the ststes.

Rural Issues Merit Greater Priority

When the U.S. Department of Agriculture waa established 125 years ago,
most Americana lived on farms and ranchea. The terms "r. ral” snd
“agricultural”™ were so synonymous that President Lincoln dubbed his new agency
the "people's department” because its programs directly served the majority of
our population. Today, about 64 million Americans live i{n rural areas
(nonm tropolitan counties) and less than one-tenth of this number lives on
farms or ranches. Clearly, the economic problems confronting rural citizens
encompsss far more than agriculture and, in the Chamber's opinion, require
more attention from policymakers than they are nowv receiving in the Departaent
of Agriculture or the Executive Office of the President.

This does not mean that less attention or reaources should be devoted
to production agriculture. In fact, farmers and ranchers would beiefit from
H.R. 1800 and H.R. 2026 bcc ic2 of the interdependence of farms and local
communiti’s. Farm families depend on .earby towns for needed production
inputs, for marketing and transportation services, and, increasingly, for
off-farn employment. Similerly, agriculiture and other primary industries
continue to p:iovide the economic base for several thouaand rural communities.

The rural infrastructure of facilicies and services 1a one of the most
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important alements contributing to agricultural competitiveness in world
sarkets. This infrsstructure must be maintained and improved if U.S. ferm
products are to meet the challenge of fierce competition in the global food
snd fiber system.

Titles I and VIII of H.R. 2026 would increase significantly the prrfile
and visibility of rural functions of the federal government by emtablishing a
Rural Development Administration in the Department of Agriculture and a
Special Assistant to the President for Rural Policy in the White House. To
sssure that the reorganization and upgrading of rursl functiona accomplishes
the goal of a more cost-effective, efficient and streamlinud rural policy, the
Subcommittee mry wish to consider expanding the Comptroller General's report,
provided in Section 108, to include /: thorough snalysis of the vsrious
reorganization optiona and their potential impacts on the deciaionmakiong

process.

Rural Leaders Deserve Support

Since the early 1980's, rural local governments have been caught
between lower federsl financial aid and a falling tsx base. The drop in
farmland values has had sn especially depressing effect on communities whose
tax base is primarily agricultural land.

Rural leaders in the public and private sectors need greater technical
support to meet the challenges of major structural changes occurring ‘n their
local economic base at a time when public revenues are stagnant or declining.
H.R. 2026 would addreas this need by providing rural leaders with information,
treining, and educstion aimed at improving fiscal gnd management akills and
incressing swareness of policy alternatives. Many rural governmenta are led
snd staffed by part-time or voluntary personnel. These local decision-makers

need technicsl and educational assistance to identify and implement methods of
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incressing icbe and income. They need halp in ssscusing their situation in s
realistic sannsr. Thay need help in dstsrmining how to cut unnscesssry
ex;inditurss, sssking diversificstion in their econonaic base, building upon
the ssests that they already posssss, snd considering how natursl resource
industries cen sdd value locally. H.R. 2026, in particulsr, would sddress
this ussd by estsblishing & National Rursl Assistsnce Information
Clestinghouss and by providing for rural technology centsrs and agriculture
sction centers. The five yssr pilot program called for in H.R. 1800 would
slso provide rasded support for rural lssdsrs.

Mors Plexibility Nesdsd in Pederal Rursl Policy

Thars 14 emormous socisl snd sconomic diversity in rural Americs. To
be sffictive, fadarsl rural policy must be sufficiently flexille to eerve th2
very Giffarent nseds and opportunities of fundamentslly different
comsunitiss. Morsover, ths incrsssing globalization of the
ecosony--espacislly in finsacisl markets and the sectors of energy and
sgriculturs~seans that Wechington has less and less control over the forces
that shape and changs locsl businssses.

H.R. 1800 and H.R. 2026 would respond to the need for a flexible,
sccomnodative rursl policy by giving govarnors end locsl leadere 3reater
disccation in the dsployment of federsl resources. In particular, the Chamber
spplauds the block grent spproach contsined in H.R. 2026.

A Secondery Markst for Farmiand Mortgsges Would Help Rural Communities

Finally, ths Chamber would recommend one additional tool for rural
revitslizstion not included in either H.R. 1800 or H.R. 2026 but under
considerstion by the Subcomaittee. It respectfully urges the Subcommittee to
spprove legislstion to facilitate the formation of a privete aector secondary
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narket for farmland mortgages. A aecondary market, if properly astructured,
would lower interest rates for borrcwera, atabilize farmland valuea, and
provide rural banks with greater capitalizstion for investmenta in the
comnunity.ll The formation of & secondary market 18 an eassential part of

any strategy for rev'talizing rural America.

Thaok you for thia opportunity to present the Chamber's views to the
Subcommittee.

l/Mark Heary, Marx Drabenstott, and Lynn Gibson, "A Changing Rural
America,” Economic Review July/Auguat, 1986, Kansas City Federal
Reserve Bank.

E/See Stephen C. Gabriel and Pual T. Prentice, Preserving the Value
of America's Farmland: An Economic Analysis of » Secondary Market for
Farm Mortgagea. Farm Sector Economics Associatea, March, 1987.

(Attachment follows:)
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The U.S. Chamber of Commerce is the world's lsrgest
fedsrstion of business companies and associations and 1s the
principal spokssman for the American business community. It
rspressats approximstely 180,000 businesses and
organizations, such as locsl/state chambers of commerce and
trsde/professional sssociations.

More than 91 percent of the Chamber's members sre small
business firms with fewer than 100 employees, 58 perceat with
fewer than 10 empi.yees. Yet, virtuslly all of -he cation's
lsrgest companies sre slso active menbers. We are
particularly cognizsnt of the problems of smaller businesses,
as well as issues facing the business community at lsrge.

Besides representing s cross section of the American business
community in terms of number of employees, the Chamber
represents a wide mansgement spectrum by type of business and
location. Each ma jor classification of American
business~-manufacturing, retailing, services, construction,
wholesaling, and finance~-numbers more than 11,000 members.
Yet no one group constitutes as much as 29 perceat of the
total membership. Further, the Chamber has substantial
membership in all 50 states.

The Chamber's internmational reach is substantial as well. It
believes that global interdependence provides an opportunity,
not s threat. In addition to the 56 American Chambers of
Commerce Abroad, an increasing number of members are engaged
in the export and import of both goois and services ~~d have
ongoing investment activities. The Chamber favors
strengthened internstional competitiveness and opposes
artificial U.S. and foreign barriers to {nternational
business.

Positions on national issues are developed by a cross section
of its members serving on committees, subcommittees and task
forces. Currently, some 1,800 business people participate in
this process.
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
BEFORE THE HOUSE COMMITTEE ON AGRICULTURE
SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVELOPMENT
REGARDING RURAL DEVELOPMENT

May 19, 1987

Farm Bureau has had a long history of involvement in rural
development. PFarm Bureau leaders and members all across this
country are active members of school boards, trustees of cc.ileges
and universities, county boards of supervisors, economic development
commissions, the boards of lending institutions and many hold elected
offices. These are the institutions and activities that impact rura’
economic growth.

We have always believed that rural or any economic development
is best done by local people. Farm Bureau welcomes the new national
interest in rural development. At the same time, we caution Congress
to be very careful not to advance federal programs which would compete
with those long standing state and local efforts and initiatives that
have served the nation and rural areas well.

Federal rural development programs should be confined to those
that support, not interfere with, local programs and private sector
activities already underway.

We all know that it is not possible to have rural economic growth
without having overall economic growth and an expanding U.S. and world
economic ple. 1In this regard, one of the best policies for rural
davelopment would be for Congress not to pass protectionist trade
legislation.

Trade protectionism is a dead end street for farmers given the
fact that farmers contribute favorably to the U.S. trade balance. In
addition, farmers rely heavily on imported farm inputs such as fuel,
fertilizer, and machinery.

Farnmers would also like assurance from Congress that their
markets will never again be disrupted by embargoes, which sent shocks
throughout the rural economy and left farmers with follow-up policies
to offset the embargo, which messed up farm markets by ralising loan
rates and increasing storage programs.

Another assurance that farmers would like 1s to have Congress
stay the course on the 1965 farm bill and, once and for all, bury the
idea of mandato.; production and marketing controls. In modern terms,
advocating rurai development through the likes of the Gephardt-Harkin
bill i1s an oxymoron. Should a control plan be adopted, rural
stagnation and decline will rapidly follow.

Since inflation control has had very favorable effects on farm
production expenses and thus farm income, we do not beliave that we
should give up the inflation fight.
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Page 2

It is true that controlling inflation reduced land and other
asset values and caused sone major adjustments in farmer credit
practices. At the same time, lower asset pricea have heen beneficial
to young farmers trying to get started farming. This is important to
farmers who wish to sell out or allow their sons and daughters to buy
into their farms. Rural development is better served when farms and
ranches are kept competitive and transferable from one generation to
another.

Keeping U.S. farms and ranches competitive could be substantially
improved by Congress and the E:ecutive Branch coming to gripa with the
plethora of laws, rules and regulations that strangle the use cf basic
farm inputs and add measurably to our cost of doing business.

We must remember that farmers sre Now competing in a world
marketplace with producers from other countries, who do not have the
same restrictions on farm input uses and farming practices that we
do. Congress should not expect farmers to pay the full price for
environmental purity.

Greater truck Ceregulation would have a benef‘cial impact on
rural economic development. Deregulation has on balance been good for
rallroads through reduced overhead capacity and the ability to make
confidential rate contracts. This latter feature ¢f rate deregulation
has been very beneficial to farmers in the grain belt by strern,:hening
prices. Efforts to make rail contracts public should stop.

Biotechnology holds substantial potential for dealing with
environmental lssuss, Most reports indicate that the U.S. is falling
behind the rest of the world in biotechnology leadership. We have a
world class agriculture that is looking for national policy leaderahip
in the rapidly emerging field of biotechnology If we are not
careful, other nations will seize this internstional opportunity.
Blotechnology could hold substantial benefits for rural America, if we
focus on the positives, rather than the neyatives.

Economic progress and wealth creation are basically slow
processes. Whenever government has tried to artificially speed this
up, it has failed. The inflation of the 19708 1s the most recent
experience, We are still paying the price., Inflation distorted
all price and coat relationships and led to state and local spending
and tax burdens that are damaginc vural development in many parts of
the country. Some rural states L. = experienced greater economic
stabllity than others during thes ifficult times in U.S.

agriculture. Part of the reason i 'is stability has to be found
in the greater balance among agric », commerce and industry. The
more attractive business climate in ' states 1s also part of the

eccnomic stability in some rural ar

We have learned some basic economic lessons in recent years.
One of these lessons has been that tax ra‘es--local, state and
national- -exert a powerful impact on economic development and growth,
When individuals are allowed to l'eep their income and wealth, more
real jobs are created ind economies boom.
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We are in the age of privatization. Good things have happened
in the U.s, and abroad wherever government has relinquished its
traditional acti-ities to private sector operations without a loss of
services. Every avenue should be explored to find opportunities to
privatize present rural davelopment programs. New programs should
also meet the test of privatization

Farm Bureau does not come before you today with a laundry 1list
of requests for new programs for rural development. To the contrary,
we believe that there are quite a few major policy initiatives which,
if pursued by Congress. would be 0% tremendous economic benefit to
farmers, rural fmerica, and the nation,

For FY 1981-1987 federal spending on annual programs equaled g§918
for every rural person, $131 per person per year. Over $21 billion
were speant on funding and loans for rural electrification and
telephones (REA). Funding, grants and loans for rural housing and
development projects totaled almost $34 billion. The $55 billion
total does not include federal farm program outlays.

Farm Bureau believes that, given the gverall problem in
controlling federal spending, it is time for all of us to see what can
be done to bring about ti:e economic development in rural America and
the naition through policies and programs that will not cost additional
tax dollars.

Stopping trade protectionism, reducing the regulatory burden on
farmers and businesses in general, staying tl.e course in farm policy
toward a market-oriented agriculture, giving international leadership
to agriculture and the nation in biotechnology, encouraging the
Federal Reserve toward stable, noninflationary money growth and
reducing the deficit through spending restraint not tax hikes--would
be a good start for a national rural development program,

Thank you for the opportunity to present Farm Bureau's views on
this important topic We look forward to working with Congress on
rural dev.lopment programs.

210
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RURAL
COMMUNITY
SERVICE
PROJECT

-
~

The State of Missouri 1s a recipient of funds for mental health outreach
programming under Section 1440 of the Food Security Act. The Un'versity Co-
operative Extension Service will administer this project with the cooperation
and support of five community mental health centers serving northern and central
rural areas of Missouri.

The ob)ectives of the Rural Community Service Project, through the act-
wities of coordinators 1n each service area are.

I. Coordinate, organize and serve as a liaison among local resources,
agencies and community groups - providing information on current
rural community 1ssues and assessed needs of rural families,

2. Consult on mental health 1< s and needs with local clergy, physicians,
school personnel and other care providers,

3. Establish community support groups to allow persons to develop self-
guided, educational networks of mutual support for dealing with rural
1ssues and personal stress,

EMC-s% 0-8-9
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4. Seek out 1ndividuals and families needing professional mental health ‘

services and initiate referrals,

5. Monitor the stress level and emotional climate of rural communities
and provide avatlable resourcss to reduce the impact of these con-
ditions,

6. Conduct community awareness and educational programs,

7. Facilitate a network of community service agencies, care providers,
educational and governmertal leaders to maximize local resources
and facilitate referrals to appropriate services to meet the broad
array of rural resident needs.

The local service coordinators will util1ze the full resources of the
University of Missouri, the University Cooperative Extension Service and the
local communiiy mental health center 1n providing services to rural commun-
1ties and famlies. Through this cooperative effort, rural Missour1 residents
w111 obtarn support, service and professional guidance as they experience ani
cope with a period of economic and social transition within their rural com-

munity.

FOR ADDITIONAL INFORMATION OR ASSTSTANCE, CONTACT YOUR LOCAL COUNTY EXTENSION OFFICE

NORTH CENTRAL MO
CMHC

MARK TWAIN

FAMILY CMHC

GUIDANCE CENTER
CMHC

EAST CENTRAL
CMHC

WEST CENTRAL
CMHC

——
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State of llnors

GOVERNOR'’S RURAL AFFAIRS COUNCIL

Lieutenant Governor
George H. Ryan
Chairman

May 14, 1987

The Honorable Edward Jones, Chairman

House Subcammittee on Conservation, Credit and
Rural Development

United States Houce of Representatives

Wash'ngton, p.C. 20515

Dear Representative Jones:

Governor Thampson ar 1 I began planring the Task Force on . he Future of
Rural Illinois in February, 1986, in an effort to beqin amelioratirg
difficulties facing Illinois' rural citizens.

The Summary Report of the Task Force on the Future of Rural Illinois,
which is attached, is the result of exhaustive research and public testimony
during the period June, 1986 through February, 1987,

The development of new economic enterprise, and the improvement 1in local
services and educational institutions is essential to the future of rural and
small town Illinois and America, I believe that our e®forts to pramote a
rural renaissance 1in Illinois provide valuahle 1nsights at both the state and

national level.

GEORGE H. RYAN
Lieutenant Governor

Sincerely,

GHR/LD/nt

Enclosure

612 Stratton Buiiding ¢ Spnngfield, ithnois 62706 « 217/782-7514
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GOVERNOR'S TASK FORCE ON THE PUTURE OF RURAL ILLINOIS

James R. Thompson
Governor

Liautenant Governor
George H. Ryan
Chairman

Dr. John McCall
Mr. James Walsh
Co-Vice Chairmen

SUMMARY REPORT
to
the Governor
and
85th Illinois General Assembly




ERIC

Aruitoxt provided by Eic:

213

TABLF. OF CONTENTS

Transmittal Letter

Acknowledgements

Task Force Members

INTRODUCTION. covveunoooossssosssssssnsscncnsonssonssssnnss 1

I. A RURAL EMPHASIS IN ILLINOIS GOVERNMENT......s00000 6
II. THE RURAL ECONOMY IN ILLINOIS.::ss coescsssssssscsesd
III. LOCAL GOVERNMENT CAPACITY AND VIABILITY
IN RURAL ILLINOIS..c.ccoceoscsscccecssoscnssossoseld
Iv. EDUCAT1ON AND HUMAN SERVICE. IN RURAL
ILLINOIS . csosesosossosoossossssssosssosssessscsseldl
V. RECOMMENDATIONS. .o .sesescoosscoccsssocssssososssnncsll
A. Recommendations to the General AssemblY........28
B. Recommendatiois to State Departments and
Agencles. .. .ovuveeorconsossssssssasssnnssnsssdl
VI. RURAL AFFAIRS COUNCIL...cocessessoscsssescsssssessedl
Appendices:

* Map of Task Force Members /

* Map of Tasx Force Hearing and Meeting Sites

* Executive Order Number Six, The Rural Fair Share
Initiative, 1986

* Executive Order Number Seven, The Governor's Rural
Affairs Council, 1986

213




O

ERIC

Aruitoxt provided by Eic:

214

INTRODUCTION

The Task Porce on the Puture of Rural Illinois was created
tc examine social and economic conditions in rural Illinois and
to make recommendations for State and local action which would
help to ameliorate social and economic stress and help to
preserve and enhance t.¢ values and quality of rural life
inherent in Illinois. Prom March, 1986, to January 1, 1.7,
several means were used to qather facts, information,
perceptions and opinions. Twenty-two public hearings were held
across the State, and 332 persons testified. One hundred and
nineteen town visits were completed, and over 1,000 rural
Illinois citizens provided ¢ wealth of data. One hundred and
thirty-five advisory groups v re given the opportunity to
provide their views on rural Illinois. University consultants
from Illinois institutions of highei learning brought years of
research and teaching expertise about rural issues. Extensive
annotated bibliographies were developed to ensure the inclusion
of past and current studies and writings on rural life
conditions. Tinelly, state departments and agencies lent
expertise and information to the data gathering process. This
summary Report of the Task Porce on the Future of Rural
Illinois i3 the result of effective collaboration among a wide
variety of groups, each acknowledging the common bond that
rural Illinois heritage and culture is worth a renewed

investment of time, energy, and resources.

-1 -
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Because the Task Force is concerned with quality of life,
a broad subject approach was selected for study -- economic
development and transportation, health care and social
services, production agriculture, agricultural credit and
agribusiness, and finally local government and education. Each
of the study areas, any one of which is important enough to
justify sepataté analysis, covers influences which dramatically
affect the rural citizen in unique ways, and adds to or
detracts fr-- the quality of rural life.

As the Task Force listened to the problems and concerns of

was followed. First, immediate problems which could be acted
upon_w{lh existing State resources received attention. Second,
an intermediate te-™ agenda was built for assisting rural
Illinois. The intermediate agenda is the recommendations
contained in this Summary Report for attention by th¢ General
Assembly and state agencies in the next one to three years.
Finally, long term agenda building was started.

The Task Force has been a catalyst for establishing
growina awareness of and action on the needs of rural Illinois
people. 1Immediate action has occurred to ensure that the ‘
issues pteggnted and the momentum generated by the Fask Force
results in continued age;da buildiﬁg for the needs of rural

rural Il1linois citizens and advocates, a three-level approach
Illinois.
|

(The complete report is held in the commi.tee files.)

o ey
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Statement
of

Jim White

General Manager
Gibson County Electric Membership Corporation
before the
Conservation, Credit and Rural Development Subcommiitec
of the House Agriculture Committee
United States House of Representatives
on
Pural Electric Systems' Role In

onomic and Community Development
Mr. Chairman and distinguished Members of the Committtee:

I appreciate the opportunity to apvear before you today on
behalf of the Gibson County Electric Membership Corporation
and our 29,000 members concerning the 1o0le rural electric
systems can play, and the impact we can have on economic
and ~ommunity development. We are also grateful for the
interest and support members of this panel have
demonstrated to us and to the other 1,000 rural electraic

systems across th2 nation.
For the past 51 years :he Gibson County Electric Membership
Corporation has worked to meet the changing needs of our

members, not only in providing electricity but meeting

Page 1
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their other needs as well.

Tuday, the people of our area and a’l of rural America are
in serious economic trouble. It's a nation-wide problem.
Reports such as the one prepared by Senator Leahy's Senate
Agriculture Committee points out the contrast of the
booming coastal economies of California and Florida and the

depressed economies of the farm belt.

Closer to home, in the Southeast and the Tennessee Valley,
we see first-hand the desperate eccnomic and social
conditions described :n landmark studies such as the
"Shadows 1n the Sunbelt" report. This report eloguently
describes the problems being created by the development ~f
a dual economy, characterized by booming urban economies
such as Atlanta and Nashville, amid distressed rural ~reas
such as the Powell VvValley, Fayette County and our own Lake

County.

The long-standing depressed farm economy has forced out
Northwest Tennessee's agricultural base, leaving a climbing

unemployment rate ancd displaced people.

Many are following the national trend - moving from our
rural to urban areas in hopes of finding work - and Gibson
County Electric's load growth 1s reflecting thais

undesirable occurrence.

Page 2
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Our cooperative began taking action to deal with these
problems in 1981. Our effort has made a positive
difference, and we continue to dedicate time and attention
to economic and community development because the severe
and far-reaching effects of the deteriorating economy
persist. We also know it is unhealthy for the nation,
community and the cooperative for people to be deserting
rural America. And, because Gibson County Electric is a
service organization established to meet the needs of our
member-owners, we have a special obligation to get involved

in helping to improve the quality of life for our members.

Here are just a few of the ways Gibson County Electric has
taken action for improved economic and community

development over the past year:

* The cooperative has worked closely with the counties we
serve 1in develuping programs to encourage eristing
industrial expansion and the recruitment of new industry.
These efforts helped to create more than 400 jobs in

Northwest Tennessee during 1986.

* More specifically, we have provided slide presentations
and other materials used in industrial recruitment.
Conservation studies, engineering assistance, and financing

for employee training were made available for industry

Page 3
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through the cooperative and the Tennessee Valley

Authority's Existing Industry Program.

* Gibson County Electric has worked closely with the State

Department of Tourism, and local Chambers of Commerce to

develop and initiate a tourism promotion and marketing

program for Northwest Ternessee.

* We have worked with -ommunity, state and federal entities
to offer services to improve the quality of life in our
area. An energy effi.ient planning service for new homes
and apartment projects, and technical assistance for
community improvement projects including recreational

facilities lighting were also provided.

* The cooperative has assisted i1n the coordination of
"health fairs" for the purpose of screening people for
early signs of disability or disease and providing

information on how to live healihier laves.

* And, we have devoted much time and attention to helping
those who need our help the most - the low-income, elderly
and handicapped. Gibson County Electraic has been

instrumental i1n setting up and overseeing the operation of

a food pantry for the needy. We have been closely involved

with the "Meals on Wheels" program in our area, and have

also worked in conjunction with the Tennessee Valley

Page 4
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Authority and local organi:ations to improve the living

conditions for these groups.

Our members not only support us in this endeavor, but they
appreciate our involvement. This feeling is held on a
national and regional level according to a survey conducted
by Cooper and Secrest for NRECA in 1985. They interviewed
both consumer/members and utility managers and directors.
Of the consumer/members surveyed nationally, 74% said that
cooperatives should be involved in economic development .

Of the managers and directors interviewed nationally, B86%

believed that co-ovs should be involved.

In our Region III, whirch is comprised of Tennessee,
Kentucky, Mississippi, and Alabama, the results showed an
even stronger support for co-op :involvement with 76% of
consumers and 97% of managers and director- supporting
involvement. The 97% :icore for managers and directors in

Region III was higher than that for any other region in the

country!

Our rural electric system. rot only believe they should be
involved. One hundred thir.y-nine out of the 160
distributors surveyed in the Tennessee Valley Authoraty
area had at least one person actively engaged i1n economic

development.
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Gibson County Electric and other rural electric systems are
making an impact, but we can make an even more substantial
contribution to the rural areas in the future. We have a

solid base in the rural areas with over 50 years of service
and the leadership who know first hand the rural people and

problems, and are committed to helping them.

In order to be as effective as possible, however, we and
all rural electric systems will need the help and support
of government. We believe it is also essential that
progsams incorporate the same f2deral-community partnership
demonstrated by the Rural Electrification Administration
and rural electric cooperatives. Making these federal
programs locally designed, implemented, operated and
controlled would make them more accessible to the people

and communities they were created to help.

In these commurities, the rural electric system is in an
ideal position to serve as a nucleus for economic and
community development efforts. We can bridge “he gap
between federal and local, and provide leadership, meeting

space, technical assistance, coordination and support.

Rural electric systems are also i1n the position to serve as
facilitators for other comnmunity services, projects,
programs and grants, not only working to expand existing

industry, but to improve schools, water and sewer systems,

Page 6
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transportation and roads, etc..,

Although our area and rural America as a whole is facing
difficult times, we are optimistic. We strongly believe
that Gibson County Electric and the nation's other rural
electric systems are a valuable resouwrce; and if given the

opportunity and support, we can put rural America back on

the road to recovery,

We applaud the Committee for taking a concerned and
active leadership role in working to overcome these
problems and we offer our complete support and assistance

in taking steps to help those in the areas that we serve,
Mr. Chairman, I would be pleased to respond to any

questions you or any of the Committee members may have,

Thank you.

Page 7
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100TH CONGRESS
=25 H, R. 1800

To assiet in the revitalization of rural communities through economic diversifica-
tion and the provision of community facilities to meet basic human needs,
and for other purposes.

IN THE HOUSE OF REPRESENTATI &S

MarcH 25, 1987

Mr. JoNEs of Tennessee (for lumself and Mr. DE LA GaRZA) introduced the
following bill, which was referred to the Committee on Agriculture

A BILL

To assist in the revtalization of rural communities through
economic diversification and the provision of community
facilities to meet basic human needs, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2
3
4
5
6
7
8

tives of the United Str.ies of America in Congress assembled,
That this Act may be cited as the “Rural Area Revitalization
Act of 1987".
SEC. 2. Section 1223(b)(2) of the Food Security Aci of
1985 is amended by—
(1) striking out “‘and”” at the end of subparagraph
B);
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(2) striking out the period at the end of subpara-
graph (C) and inserting in lieu thereof “; and”’; and

(3) adding at the end thereof the following:

“(D) there is autheczed to be appropriated for
each of the fiscal years during the period beginning
October 1, 1987, and ending September 30, 1992, an
amount not to exceed $20,000,000 for loans to inter-
mediary borrowers under terms and conditions provided ,
under subparagraph (B) of this paragraph.”.

SEc. 3. Section 1323 of the Food Security Act of 1985
is amended by adding at the end thereof the following:

“(c)1) Effective for each of the 1988 through 1992
fiscal years, the Secretary may make grants, not to exceed
$25,000,000 in total for each fiscal year, to public or private
nonprofit organizations, operating in rural areas, whose prin-
cipal mission is to improve business, industrial, and employ-
ment opportunities, particularly assisting low income rural
people and economically distressed rural communities. Such
assistance may be used for financing new business ventures,
community improvements, capital improvements, infrastruc-
ture development, and other activities the Secretary deems
consistent with the purpose of this subsection.

“(2) Notwithstanding any other provision oi law, the
Secretary may use the funds, facilities, and authorities of the

Rural Development Insurance Fund under section 308A of

HR 1800 IH
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3
the Consolidated Farm and Rural Development Act to imple-

ment the grant program under this subsection.

“(d)(1) Effective for each of the 1988 through 1992
fiscal years, the Secretary may make grants, not to exceed
$25,000,000 in total for each such fiscal year, for the pur-
pose of stimulating economic growth and diversification in
rural communities affected by recent declines or chronie
underdevelopment in basic economic sectors, such as
agriculture.

“(2) Grants under this subsection may be made to public
and nonprofit privete institutions for activities consistent with
the purposes of this subsection, including, but not limited
to—

“(A) identifying business opportunities that will
use local economic and human resources;

“(B) identifying, training, and providing technical
assistance to existing or prospective local entrepre-
neurs and managers; or

“(C) mobilizing capital from within and outside
local communities to stimulate the formation and ex-
pansion of local business activities.

“(3) Grants may be made only for projects intended to
provide direct benefit to rural areas not within a city or town

with a population in excess of 20,000 inhabitants. The Secre-

HR 1800 IH
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tary shall give preference to projects serving areas with the
most serious economic distress.

“(4) Any grant under this subsection may not exceed 75
percent of the costs of implementing the project covered by
the grant, although the Secretary may waive this limitation
in the case of any project serving a rural community in which
ths average income level does not exceed 80 percent of the
nonmetropolitan median housebold income within the State
in which the project is located or does not exceed the poverty
line established by the Office of Management and Budget,
whichever is greater.

“(5) Notwithstanding any other provision of law, the
Secretary may use the funds, facilities, and authorities of the
Rural Development Insurance Fund under section 309A of
the Consolidated Farm and Rural Development Act to imple-
ment the grant program under this subsection.”’.

SEC. 4. Section 306(2) of the Consolidated Farm and
Rural Development Act is amended by adding at the end
thereof & new paragraph as follows:

“(20) The Secretary may make grants, not to exceed
$10,000,000 in total annually, to associations described in
paragraph (1) of this subsection to test cost-effective methods
of meeting the basic needs of rural residents who do not have
and cannot afford safe drinking water facilities. Such grants

may include, but are not limited to, financing for—

HR 1800 IH
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“(A) costs associated with the development or im-
provement of individual or small, multiuser drinking
water facilities;

“(B) costs associated with enabling such rural

residents to connect to community water supply sys-

tems, such as the payment of connection fees;
“(C) costs associated with improving the oper-

ation, maintenance, or management of small communi-

© W 3 O v e W N

ty water systems that currently are unable to provide

—
(o=

safe drinking water at affordable rates to such rural

[y
[y

residents; or

et
[\

“(D) costs associated with implementing other al-

ot
MM

ternatives to 1 eeting the basic drinking water needs of

[y
18

such rural residents.”’.

—
[

Sec 5. The Secretary of Agriculture shall establish an

—
(2]

office within the Farmers Home Administration of the De-

—
-3

partment ot Agriculture whose purpose shall be to encourage

-
®

innovation and the application of effective solutions to the

—
Ne)

economic and community development problems of rural

(3]
<

areas. The office shall participate in the review of project

[\
et

proposels and in the oversight of project implementation of

[
no

projects funded under sections 2 and 3 of this Act and shall

[N
LW

perform such other functions as the Secretary may assign

[\
Y8

to it.
O
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100t CONGRESS
18T SESSION S he ° 2026

To provide that the Department of Agriculture shall be known as the Department
of Agriculture and Rural Development, to transfer certamn other programs
within such Department to a newly established 1 -al Development Admunis-
tration, and for other pur,oses.

IN THE HOUSE OF REPRESENTATIVES

APRIL 9, 1987

Mr. CoLEMAN of Missouri (for himself, Mr. JONES of Tennessee, Mr. MADIGAN,
Mr. ENcLISH, Mr. JerrorDs, Mr. MARLENEE, Mr. huckaBy, Mr. Hoe-
KINS, Mr. STANGELAND, Mr. GLICKMAN, Mr. STENHOLM, Mr. VOLKMER,
Mr. RoBerTs, Mr. EMERSCN, Mr. MORRISON of Washington, Mr. GUNDER-
80N, Mr. TALLON, Mr. RoBeRT F. SMitH, Mr. TuoMAS of Georgic, Mr.
ComBEsT, Mr. Tauke, Mr. ScuvueTte, Mr. Espyv, Mr. JONTZ, Mr
Gra* v, Mr. MoNTGOMERY, Mr. LOTT, Mr. TAYLOR, Mr. TrAXLER, Mr.
McHuGH, Mrs. 8m1TH of Nebraska, Mr. LiviNgsToN, Mr. SKELTON, Mr.
WATKINS Mr. BERCUTeR, Mr. CLINGER, Mr. DORNAN of California, Mr.
Fazio, Mr. Pasuavan, Mr. WiLLiams, Mr Daus, Mr. FRrANK, Mr.
McCorLum, M:. Wessz, Mr. BoULTER, Mr. RoBinsoN, Mr BUECHNER,
Mr. HououToN, Mr UpTON, Mr. STALLINGS, and Mr. WHITTAKER) intro-
duced the following bill, which was referred to the C.mmittee on Agriculture

A BILL

To provide that the Department of Agriculture shaill be known
as the Department of Agriculture and Rural Development,
to transer certai- ‘ther programs within such Department
to & newly estabhished Rural Development Administration,
and for other purposes.

1 Be it enucted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

ERIC
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2
That this Act may be cited ac the ‘“‘Rural Development Reor-
ganization Act of 1987
TITLE I—-REORGANIZATION OF THE
DEPARTMENT OF AGRICULTURE
RENAMING OF DEPARTMENT OF AGRICULTURE DEPART-

MENT OF AGRICULTURAL AND RUBAL DEVELOPMENT

Sec. 101. (a) Title XII of the Revised Statutes (7
U.S.C. 2201 et seq.) is amended by striking out ‘‘Department
of Agriculture” and “Secretary of Agriculture” each place it
appears and inserting in lieu thereof ‘“‘Department of Agricul-
ture and Rural Development” and ‘“‘Secretary of Agriculture
and Rural Development”’, respectively.

M) Ser 0 5312 of title 3, United States Code, is
amended by striking out ‘‘Secretary of Agriculture” where it
appears and inserting in lieu thereof ‘“‘Secretary of Agricul-
ture and Rural Development”.

RURAL DEVELOPMENT REVITALIZATION

SEc. 102. (a) The Secretary of Agriculture and Rural
Development shall establish and mainiain a revitalized na-
tionwide riral development program as set forth in the Rural
Development Act of 1972, the Rural Development Policy
Act of 1980 (7 U.S.C. 2201 et seq.) and this Act utilizing the
resrurces and services available to the Department of Agri-
culture and Rural Development and such other resources and

services as may be provided by other Federal departments

HR 2026 14
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and agencies, and by State and local governments and by
other private or nonprofit institutions.

(b) The Secretary shall perform his duties with respect
to rural development as a primary function in supervising and
controlling the Department of Agriculture and Rural Devel-
opment and in exercising his authority under law and regula-
tions in coordination with other executive branch depart-
ments and agencies, States and local governments, and other
entities as it relates to rural development programs.

(c) The Secretary shall have the responsibility and au-
thority to coordinate & revitalized nationwide rural develop-
ment program in cooperation with other Federal Depart-
ments and agencies, State and local governments, as well ag
private and nonprofit institutions that will more effectively
strengthen the family farm system and meet the needs for
employment, training, education, health and other services
for residents of rural areas.

ESTABLISHMENT OF RURAL DEVELOPMENT
ADMINISTRATION

SEC. 103. (a) There is hereby established, in the De-
partment of Agriculture and Rural Development, a Rural
Development Administration, that shall be headed by an Ad-
minisirator appointed by th~ Secretary of Agriculture and
Rural Development, by and with the advise and consent of

the Senate.
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(b) Section 5316 of title 5, United States Code, is
amended by striking out “Administrator, Farmers Home Ad-
ministration” where it appears, and inserting the following:

“Admnistrator, Farmers Home Administration,

Department of Agriculture and Rural Development.

“Administrator, Rural Development Administra-
tion, Department of Agriculture and Rural Develop-
ment."".
AMENDMENT TO RURAL DEVELOPMENT ACT OF 1972

SeEc. 104. The Rural Develcpment Act of 1972 (7
U.8.C. 2201 et seq. and 2661 et seq.) is amended by adding
at the end thereof the following new section:

“SEc. 608. RURAL DEVELOPMENT ADMINISTRA-
TION.—Title V and titie VI of this Act shall be carried out
through the Rw:pl Development Administration.”.

"RANSFER OF ENTITIES OB FUNCTIONS TO THE RURAL
LA "ELOPMENT ADMINISTRATION

SEC. 1G5. {ay The Secretary of Agriculture and Rural
Development uhall .-ansfer from within the Department of
Agiiculture and Rural Development to the Rural Develop-
ment Administration as soon as reasonably possible after the
date of enactment of this Act, those agencies, offices, or other
entities, or elements thereof, that perform rural development
fu..ctions (that may include, if the Secretary so determines,

rural housing) s-ch as, but not limited to, the following:
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(1) the rural economics elements of the Agricul-
tural and Rural Economics Division of the Economic
Research Division of the Department of Agriculture
and Rural Development; and

(2) the rural development research elements of the
Cooperative State Research Service, Department of
Agriculture and Rural Development.

(b) The Secretary shall establish within the Rural De-
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velopment Administration such divisions or agencies that will
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coordinate rural education and training, conduct grant pro-
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grams and research for rural development, perform intergov-
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(c) The Secretary shall report to the chairman of the
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Committee on Agriculture, House of Representatives and the
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chairman of the Committee on Agriculture, Nutrition, and
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Forestry of the Senate not later than one year after the date

<

of enaztmert of this Act with respect to the actions taken, or

[y

20 a deadline for action to be taken, under this section.

21 EXPANBION OF RESOURCE CONSBERVATION AND

22 DEVELOPMENT PROGRAM

23 SEC. 106. Section 1536 of the Agriculture and Food
24 Act of 1981 (16 U.S.C. 3459) is amended by striking out

25 ‘two hundred and twenty-five” and inserting in lieu thereof

26 “‘four hundred and fifty"".
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1 OFFICE OF ADVOCACY FOR RURAL DEVELOPMENT

2 SEC. 107. (a) There is established within the Rural De-
3 velopment Administration an Office of Advocacy for Rural
4 Development. The management of the Office shall be vested
5 in a Chief Counsel for Advocacy who shall be appointed by
6 the President, by and with the advice and consent of the
7 Senate.

8 (b) The primary functions of the Office of Advocacy for
9 Rural Development shall be to—

10 (1) examme the role of rural development in the
11 American economy and the contribution that rural de-
12 velopment can niske in improving economic opportuni-
13 ties for farmers, residents of rural communities, the
14 rural unemployed, and those persons in rural areas en-
15 tering the job market for the first time;

16 (2) encourage economic and social mobiliiy for all
17 citizens living in rur.! areas, analyze v-ays in which
18 the loss of businesses in rura] communities can be re-
19 versed, and stimulate innovation in attracting business-
20 es to rural communities;

21 (3) encourage entrepreneurship in rural communi-
22 ties through financial, work force, environment, and
23 other incentives;

HR 2026 IH
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1 (4) expand training opportunities for the unem-
2 ployed, displaced farmers, and young persons entering
3 the job market;

4 (5) provide an avenue through which new and un-
5 tested products and services can be brought to the
6 marketplac';

1 (6) assess the effectiveness of Federal grant-in-aid
8 programs and existing Federal subsidy and assistance
9 pregrams that may be available for rural development
10 and assess the desirability of (a) revising the emphasis
11 on certain existing programs, (b) increasing the empha-
12 sis on general assistance programs designed to benefit
13 all rural sieas, and (¢) changing the formulas for cer-
14 tain grants or subsidies to States so as to benefit rural
15 areas;

16 (7) measure the effects of Federal, State, and
17 local government regulations and policies on rural de-
18 velopment and make legislative and nonlegislative pro-
19 posals for enhanc..g business opportunities in rural
20 communities;
21 (8) determine the impact of the tax structure on
22 rural devzlopment and make legislative and other pro-
23 posals for altering the tax structure to enable the ryral
24 development program to realize its potential for con-
25 tributing to the Nation's economic well-being;
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(9) evaluate the ability of financial markets and
institutions to meet rural con..nunity credit needs and
determine the impact of government demands for credit
on rural development;

(10) determine financia! resource availability in
rural areas and recommend methods for delivery of fi-
nancial assistance to rural enterprises, including meth-
ods for securing equity capital, for generating markets
for goods and services, for providing effective vocation-
al and general education to rural residents, for provid-
ing more effective management and technical assist-
ance and training, and for assistance in complying with
Federal, State, and local laws;

(11) evaluate the efforts of Federal agencies, busi-
ness and industry to assist rural developr at;

(12) assess the effectiveness of the program te
locate or relocate Federal Government offices and
other activities in rural areas as provided in section
603(c) of the Rural Development Act of 1972 (7
U.S.C. 2204a).

(13) evaluate the extent and the effectiveness of
the potential for, or an adopted, Department of De-

fense procurement program in rural areas.
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1 (14) make such recommendations as may be ap-
2 propririe to assist the development and strengthening
3 of business enterprises in rural areas;

4 (15) recommend specific measures for creating sn
5 environment in which businesses will have the opportu-
6 nity to compete effectively and expand to their full po-
7 tential in rural areas, and to ascertain the common rea-
8 sons, if any, for business successes and failures in rural
9 communities;

10 (16) determine the desirability of developing a set
11 of rational and objective criteria to be used to define
12 rural development areas, and to develop such criteria,
13 if appropriate; and

14 (17) cooperate with, and consult with, the Chief
15 Counsel of the Office of Advocacy, Small Business Ad-
16 ministration with respect wo the exchange of informa-
17 tion, data, policies and activities that may enhance
18 rural development.

19 (c) The Office of Advocacy shsll also perform the follow-
20 ing duties, among others, on a continuing basis:
21 (1) represent the views and interests of rural de-
22 velopment, before other Federal agencies whose policies
23 and activities may affect rural development;
24 (2) counsel those interested in rurai dev:lopment
25 on how to resolve questions and problems concrning
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1 the relationship of rural development to the Federal
2 (x vernment;
3 (3) enlist the cooperation and assistance of public
4 and private agencies, businesses, and other organiza-
5 tions in disseminating information about the programs
6 and services provided by the Federal Government that |
17 are of benefit to rural development and in disseminat- i
8 ing information on how businesses or other entities can |
9 participate in, or make use of, such rural development
10 programs and services;
11 (4) develop proposals fo~- changes in t'.e policies
12 and activities of any agency of the Federal Govern-
13 ment which will better fulfill the purposes of the Rural
14 Development Administration and communicate such
15 proposals to the appropriate Federal agencies; and
16 (5) serve as » focal point for the receipt of com-
17 plaints, criticisms, and suggestions concerning the poli-
18 cies and activities of the Rural Development Adminis-
19 tration and any other Feceral agency which affects
20 rural development.

21 (d) Section 5316 of title 5, United States Code, is
22 amended by adding at the end thereof the following new

23 item:
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“Chief Counsel for Advocacy, Rural Development

Administration, Department of Agriculture and Rural

Development.”.

COMPTROLLER GENERAL'S REPORT TO THE PRESIDENT
AND THE CONGRESS

SEc. 108. (a) The Comptroller General shall conduct an
evaluation of the agencies, divisions, or other entities of Fed-
eral departments or agencies, or elements of programs ad-
ministered by other Federal departments or agencies that
perform functions or are assigued missions that could reason-
ably be found to comprise a function or mission that could be
transferred to the Secretary of Agriculture and Rural Devel-
opment. The Comptroller General shall prepare a report that
shall describe the services, function, or mission conducted by
the department or agency, or the element of 2 program con-
ducted by such department or agency, that could be so trans-
ferred as well as the funding, personnel, and other resources
committed by that department or agency to the service, func-
tion, mission, or clement of a program that is the subject of
possible transfer.

(b) The Comptroller General shall submit such report to
the President and the Congress not later than one year after
the date of enactment of this Act.

SEC. 109. Section 603(c) of the Rural Development Act
of 1972 (Public Law 92-419) as amended by the Rural De-
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1 velopment Policy Act of 1980 (7 U.S.C. 2204s) is amended
2 by—
3 (1) inserting “(1)” after the subsection designa-
4 tion;
5 (2) redesignating paragraphs (1) and (2) as sub-
6 paragraphs ‘“(A)” and “(B)’; and
7 (3) adding the following new paragraph:
8 “(2) The Secretaiy of Agriculture and Rural Develop-

9 ment shall submit a report, by geographical areas of the
10 United States, to the Congress—

11 “/(A) not less than six months after the date of en-
12 actment of this Act, setting forth the extent to which
13 provisions of this paragraph were complied with during

14 the period for fiscal years 1981 through 1986; and

15 “(B) not later than six months after the end of
16 each fiscal year, commencing with fiscal year 1987,
17 the extent to which offices and other activities of the
18 Federal Government were located or relocated to rural
19 areas.’’.
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1 TITLE O—STATE CCOPERATIVE AGREEMENTS

2 AND PLANS

3 COOPERATIVE AGREEMENTS ENTERED INTO WITH STATES

4 AND STATE SUBMISSION OF COMPREHENSIVE RURAL

5 DEVELOPMENT PLANS

6 Sec. 201, (a) The Administrator, Rural Development

7 Administration, may enter into cooperative agreements with

8 States—

9 (1) to delegate to any State the auchority to coop-
10 erate in carrying out the provisions of this Act or other
11 laws relating to rural development, to train personnel
12 of the State in the implementation of this Act, and to
13 assist States in implementing, monitoring, administer-
14 ing or enforcing Federal rural development programs;
15 and
16 (2) to assist States in the development and admin-
17 istration of Federal programs that provide (a) job re-
18 training for rural residents; (b) educational opportuni-
19 ties for rural residents; (c) health programs for rural
20 residents, including in-patient and out-patient services;
21 (d) investment incentives for businesses that expand or
22 locate in rural areas; and (e) information, data, technol-
23 ogy, planning and other development assistance to
24 rural residents, communities, businesses and other
25 persons.
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(b)(1) Prior to entering into any agreement with any
State as provided in subsection (2) and prior to receiving any
block grant funding, grant-in-aid or other funding from the
Federal Government for rural development program purposes
as provided in this Act, each State shall submit for approval
by the Secretary cf Agriculture ard Rural Nevelopment s
comprehensive plan for the establishment and operation of a
rural development program to the Secretary incorporating
such features as are provided for in this Act and other rural
development laws and as the Secretary may require by regu-
lation. Such plans may be amended periodically or as other-
wise provided by the Secretary by regulation.

(2) The comprehensive plan submitted by the State shall
include the designation by the State of rural areas located
within the State, and outside metropolitan statistical areas,
that are nominated as such areas eligible for grants and other
assistance, under this Act and other laws, from the Federal
Governmrent and such designations shall be subject to ap-
proval by the Secretary. The Secretary shall issue regula-
tions setting forth the procedures and criteria for designation
by States of rural areas.

(¢) The Secretary and heads of other Federal depart-
ments and agencies may, in addition, enter into agreements

with State and local governments to provide educational
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‘raining, job training, healih services and other henefits to
residents of rural aress.

(d) The Administrator, Rural Development Administra-
tion shall in cooperation with the Secretary use the services
of the Cooperative State Extension Service to inform: and
educate rural residents about education and training, health
and other services made available under tais Act or other
laws relating to rural development.

NATIONAL ZURAL ASSISTANCE INFORMATION
CLEARINGHOURE

SEc. 202. (a) The Secretary of Agriculture and Rural
Development she’ stablish in the National Agricultural Li-
brary an entity to be known as the National R- ral Assistance
Information Clearinghouse (hereinafter in this Act referred to
a8 the “Clearinghouse’’) to perform the functions specified in
subsection (b).

(b) The Clearinghouse shall provide and distribute infor-
wation and data to any industry, organization, or Federal,
State, or local government entity, on request, about Federal,
State, and local programs and services, and prograt.. and
services operated by private nonprofit organizations or insti-
tutions, under which individuals residing in, or organizations
and State and iocal government entities operating in, a rural
area (as designated in section 201(b) of this Act) may be eli-

gible for any kind of assistance, including, but not limited to,
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job training, education, health care, and economic develop-
ment assistance, and emotional and financial counseling.

(¢) On request of the Secretary, the head of any Federal
agency shall provide to the Clearinghouse such information
as the Secretary may request to carry out the functions speci-
fied in subsection (b).

(d) The Secretary shall request State and loca! govern-
ments and private nonprofit organizations and irstitutions to
provide to the Clearinghouse such information as such agen-
cies and organizations may have about any program or serv-
ice of such agencies, organizations and institutions under
which individuals residing in a rural area may be eligible for
any kind of assistance, including, but not limited to, job train-
ing, educational, health care, and economic development as-
sistance, and ~motional and financial counseling.

TITLE II—RURAL TECHNOLOGY GRANTS
AMENDMENTS TO CONSOLIDATED FARM AND RURAL
DEVELOPMENT ACT

SEC. 301. (a) Section 309(e) of the Consolidated Farm
and Rurel Development Act (7 U.S.C. 1929(e)) is amended
by striking out “Farmers Home Administration’” and in. >~
ing in lieu thereof “‘Farniers Home Administration and Rural

Development Administration”.
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(b) Section 310B of the Consolidated Farm and Rural

Development Act (7 U.S.C. 1932) is amended by inserting at
the end thereof the following new subsections:

“(f(1) The Secretary shall make grants under this sub-
section to nonprofit institutions for the purpose of enabling
such institutions to establish and operate centers for rural
technology development.

“(2) Any nonprofit institution seeking a grant under
paragraph (1) shall submit to the Secretary an application
containing a plan for the establishment and operation by such
institution of a center for rural technology development. The
Secretary may approve such application if such plan contains
the following:

“(A) A provision that substentiates that such cen-
ters will effectively serve rural areas in the United
States.

“(B) A provision that the primary objective of
such center will be to iaprove the economic condition
of rurai areas by prorioting the development (through
technology innovation) and the adaptation of existing
tcchnology and commercialization of —

“() new services and products that can be
produced or provided in rural areas; and
“(ii) new processes that can be utilized in the

produrtica of products in rural areas.
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“(C) A description of the activities which such

center will carry out to accomplish such objective.

Such activities may include the following:

“(i) Programs for technology research, inves-
tigations, and basic feasibility studies in any field
and discipline for the purpose of generating princi-
ples, facts, technical knowledge, new technology,
and other information which may be useful to
rural industries, agribusinesses, and other persons,
in rural areas served by such centers in the devel-
opment, and commercialization of new products
and processes.

“ii) Programs for the collection, interpreta-
ion, and dissemination of existing principles,
facts, technical knowledge, new technology, and
other information which may be useful to rural in-
dustries, agribusinesses, end other persons, in
rural areas served by the center in the develop-
ment and commercialization of new products and
processes.

“(iii) Programs providing training and in-
struction for individuals residing in rural areas
te;ved by the center with respect t, the develop-

ment (through technological innovation and adap-
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tation of existing technology) and commercializa-
tion of new products and processes.

“(iv) Programs providing loans and grants to
individuals in rural areas served by the center and
to small businesses in rural areas served by the
center for purposes of generating, evaluating, de-
veloping, and commercializing new products and
processes.

“tv) Programs providing technical assistance
and advisory services to individuals, small busi-
nesses, and industries, in rural areas served by
the center for purposes of developing and com-
mercializing new products and processes.

“(D) A description of the contributions which such

activities are likely to mak~ to the improvemeat of the
economic condilion of the rural area for which such

center will provide services.

‘“E) Provisions that such center, in carrying out

such activities will seek, where appropriate, the advice,
participation, expertise, and assistance of representa-
tives of business, industry, educational institutions, the

Federal Government, and State and local governments.

“(F) Provisions that such center—
“(i) will consult with any college or universi-

ty administering any program under title V of the
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Rural Developmeut Act of 1972 (7 U.S.C. 2661

et seq.) in the State in which such center is lo-

cated; and

“(i£) will cooperate with such college or uni-
versity in the coordination of such activities and
such program.

‘(@) Provisions that such center will take all
practicable steps to Jevelop continuing sources of fi-
nancial support for such center, particularly from
sources in the private sector.

“‘(H) Provisions for —

“(i) the monitoring and evaluation of such
activities by the institution operating such center;
and

“(ii) the accounting of money received hy
such instituticn under this section.

“(I) Provisions that such center will provide for
the optimum application of such technology in rural
areas, especially those areas adversely impacted by a
depressed farra economy, through the establishment of
demonstration projects and subcenters for rural tech-
nology development where the technology can be im-
plemented by communities, community colleges, busi-
nesses and other institutions to improve local econemic

conditions.
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—

“(3) Grants made under paragraph (1) shall be made on

a competitive basis. In making grants under paragraph (1),

the Secretary shall give preference to grant applications pro-

viding for the establishment of centers for rural technology
development that-—

“(A) can demonstrate the capability to ‘ransfer for

practical applicatior “e technology generatel at such

centers to rural areas and the ability to commercialize

W WO 3 v e W N

products and processes in such areas;

10 “(B) will effectively serve in rura! arees which
11 have—

12 “(i) few rural industries and agribusinesses;
13 “fii) high levels of unemployment;

14 “(iii) high rates of migration of people, busi-
15 nesses, and industries; and

16 ““Gv) low levels of per capita income; and

17 “(C) will contribute the most to the improvement
18 of economic conditions of rural areas.

19 “(4) As used in this subseciion—

20 “(A) the term ‘nonprofit institution’ means any or-
21 ganization or institution, including any accredited insti-
22 tution of higher education, no part of the net earnings
23 of which inures, or may lawfully inure, to the benefit of
24 any private shareholder or individual;
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“(B) the term ‘United States’ means the several

States, the District of Columbia, the Commonwealth of

Puerto Rico, the Commonwealth of the Northern Mari-

ana Islands, and the territories and possessions of the

United States; and

“(0) the term ‘rural area’ means an area desig-
nated by a State and approved by the Secretary of Ag-
riculture and Rural Dev lopment as part of the com-
prehensive plan submitted under section 201(b) of the

Rural Development Reorganization Act of 1987.

“(g) In carrying out this section, the Secretary may pro-
vide tochnical assistance to alleviate or prevent conditions of
exces:ive unemployment or underemployment of persons re-
siding in economically distrsssed rural ~reas which the Secre-
tary determines have a substantial need for such assistance.
Such agsistance shall include planning and feasibility studies,
management and operational assistance, and studies evaluat-
ing the needs for and development potential of projects which
increase employment and improve economic growth in such
area..

“(h) The Secretary may make grants to defray not to
exceed 75 per centum of the administrative costs incurred by
organizations and public bodies to carry out projects for
which grants or loans are made under subsection (f). For pur-

poses of determining the non-Federal share of such costs, the
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Secretary shall consider contributions in cash and in kind,
fairly evaluated, including but not limited to premises, equip-
ment, and services.

“(i) There are authorized to be appropriated such sums
as may be necessary to carry out the purposes of subsections
(B, (), and (h) of this section. Any expenditure pursuant to
such subsections shall be effective only to the extent, or in
such amounts, as are provided for in advance in appropriation
Acts.".

CONFORMING AMENDMENTS

Sec. 302. (a) The first sentence of section 331 of the
Consolidated Farm and Rural Development Act (7 U.S.C.
1981) is amended—

(1) by st.iking owt “For the purposes of this title
and” and inserting in lieu thereof ‘“In accordance with
section 349 of this subtitle, for rurposes of this title,
and”’,

(2) by inserting before the per.od “or to the Rural
Development \dministration’’.

(b) Section 331(d) of the Consolidated Farm and Rural
Development Act (7 U.S.C. 1981(d)) is amended by striking
out “r.ider any of its programs’ and inserting in Leu thereof
“, or the Ru-al Development Administration under any of
their programs,”’.

(c) Section 331(h) of the Consolidated Farm and Rural
Development Act (7 1".8.C. 1981(h)) is amended by striking
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out “Farmers Home Administration” and inserting in lieu
thereof “by the Rural Development Administration under
this title or the Farmers Hom. Admimstration”.

(d) Section 331() of the Consolidated Farm and Rural
Development Act (7 U.S.C. 1981()) is amended by striking
ort “Farmers Home Administration” and inserting in lieu
thereof ‘ by the Rural Development Adminisiration under
this title or the Famrers Home Aduninistration”.

(e) Section 331A of the Consolidated Farm and Rural
Development Act (o U.S.C. 1981a) is amended by striking

out “Farm: , Home Administration, upon such terms as he”

2 and inserting in lieu thereof ““Administrator, Farmers Home

Administration and the Administrator, Rural Development
Administration, upon such terms as the Administrator”’.

(f) Section 335(a) of the Consciidated Farm and Rural
Development Act {7 U.S.C. 1985(a)) is amended by striking
out “Farmers Home Administration” and inserting in lieu
thereof “Farmers Home Adm‘nistration and the Rural De-
velopment Administration’.

(@) Section 335(c) of the Consolidated Farm and Rural
Development Act (7 U.S.C. 1985(c)) is amended by inserting
“the provisions of this title administered by the Rural Devel-
opment Administration or’’ after “‘consistent with”.

(h) Section 338(a) of the Consolidated Farm and Rural

5> Development Act (7 U.S.C. 1988(a)) is amended by striking
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out “Farmers Home Administration” and inserting in lieu
thereof ‘“Farmers Home Administration, cr the Rural Devel-
cpment Administration”.

() The first sentence of section 347 of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1955) is amend-
ed by inserting “or any program administered under this title
by the Rural Development Administration” before the period.

() The Consolidated Farm and Rural Development Act
(7 US.C. 1921 et seq.) is amended by adding at the end
thereof the following new section:

“SEC. 349. (a) The Secretary shall carry ou’ sections
303 (in the case of loans made for purposes specified in para-
graphs (2) and (3) of subsection (a)), section 306, section
310A, section 310B (f), (@), and (h), and sectiv.. 312(a) (in
the case of loans made for the purposes specified in para-
graphs (5) and (6)), through the Rural Development Adminis-
tration.

“(b) Except as provided in subsection (a), or otherwise
provided in this Act, the Secretary shall carry out the provi-
sions of this Act thivagh the Farmers Home Adminis-
tra.on.”.

TITLE IV—SPECIAL GRANTS
BPECIAL GRANTS FOR AGRICULTURE ACTION CENTERS

SEC. 401. Section 502() of tne Rural Development Act

of 1972 (7 U.S.C. 2662(f)) is amended to read as follows:
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“M(INA) The Secretary shall provide special grants for
programs te asyist individuals who have been—
“() adversely affected by the existing farm and

rural economic crisis;

1

2

3

4

5 “(i1) displaced from farming; and
6 “(iii) displaced from agriculture-related businesses
7 and industries whose companies have been adversely
8 affected by the decline in the agricultural economy.

9 “(B) Such grants shall provide to the individuals named
10 in subparagraph (A) services that shall include, but not be
11 limited to, the following:

12 “@) crisis management counseling and outreach

13 counseling that would include the family;

14 “(ii) assistance in the evaluation of their finar.cial
15 condition, in the preparation of financial plans, and
16 in implementing financial plans and management
17 strategies;

18 “(iii) evaluation of vocational <kills and counseling
19 in enhancing such skills;

20 “(iv) assistance in obtaining training in basic, re-
21 medial and literacy skills;

22 “(v) assistance in job search and truining in job-

23 seeking skills;
24 “(vi) assistance in obtaining training for operating

25 & business or enterprise;
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“(vii) provide for formal and on-the-job training to
the maximum extent practicable;

“(viii) providing tuition assistance (including fees,
books and other expenses of educational training) to
the maximum extent practicable;

“(ix) providing support, to the extent practicable,
to State and local government and private mental
heaith officials in developing outreach programs in
rural areas.

‘“(C) Recipients of a grant under this subsection may
contract for the delivery of such services with private non-
profit organizations, units of local government, State agen-
cies, accredited educational institutions, and other public and
private nonprofit agencies and organizations such as, but not
limited to, the following:

“(i) community colleges;

“(11) vocational and technical schools;

“(iii) universities and colleges; and

“(iv) other appropriate community organizations.
“(D) The Extension Service, Department of Agriculture

and Rural Development, is encouraged to work with State
agencies, units of local government, and other public and pri-
vate nonprofit agencies and organizations in developing a
comprehensive plan for the use of the special grant funds and

the delivery of services provided for in this subsection.
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“(2) Grants may be made under paragraph (1) during
the period beginning on the date of enactment of the Rural
Development Reorganization Act of 1987 and ending five
years after such date.

“(3) There are authorized to be appropriated such sums
a8 may be necessary to carry out the purposes of this subsec-
tion. Any expenditures made pursuant to this subsection shall
be effective only to the extent, or in such amounts, as are
provided for in advance in appropriation Acts.”.

TITLE V—MISCELI.ANEOUS AMENDMENTS
CONFORMING AMENDMENTS

SEc. 501. (+M1) Section 657 of title 18, United States
Code, is amended by inserting *, . * the Rural Development
Administration’" after “Farmers’ Home Administration’.

(2) Section 658 of title 18, United States Code, is
amended by inserting *, or the Rural Development Adminis-
tration” after ‘“‘Farmers’ Home Administration’.

(3) Section 1006 of title 18, United States Code, is
amended by inserting “, or the Rural Development Adminis-
tration” after “Farmers’ Home Administration’’.

(4) § tion 1014 of title 18, United States Code, is
amended by inserting “, or the Rural Development Adminis-
tration” after “Farmers’ Home Administration’’.

(b)1) Section 623(c)(2) of the Community Economic
Development Act of 1981 (42 U.S.C. 9812(c)(2)) is amended
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1 by inserting “, or the Rural Develonment Administration”

after “Farmers’ Home Administratio *'.

(2) Section 628 of the Community F-~onomic Develop-
ment Act of 1981 (42 U.S.C. 9817) is arn~nded—

(A) by amending the heading to read ‘“‘DEPART-

MENT OF AGRICULTURE AND RURAL DEVELOPMENT;

RURAL DEVELOPMENT ADMINISTRATION PROGRAMS",

and

(B) Ly inserting “, or the Rural Development Ad-
winistration” after “I'armers Home Administration’.

TITLE VI—ADMINISTRATIVE PROVISIONS

REFERENCES

SEc. 601. (1) Any referznce in any law, regulation, or
order in effect immediately before the effective date of this
At to the Department of Agriculture shall be deemed to be a
reference to the Department of Agriculture and Rural
Development.

(b) Any roference in any law, regulation, or order in
effect inumeuiately befere the effective date of this Act to e
Secretary [ Agriculture, or any other officer or employee of
the Department of Agriculture, shall be deemed to be a refer-
ence to the Secretary of Agriculturc and Rural Development
or an officer or cmployee of the Department of Agriculture

and Rural Devel~vment, . s the case may be.
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(c) An- reference ir any law, regulation, or order in
effect immediately before the effective date of this Act to the
Farmers Eome Admimstration or Farmers’ Home Adminis-
tration or to the Administrator of the Farmers Home Admin-
istration or of the Farmers’ Home Administration relating to
any function, power, or duty which is, on or after such effec-
tive date, & function, power, or duty of the Rural Develop-
ment Administration or the Adminisirator of the Rural De-
velopment Administration, shall be deemed to be a reference
to the Rural Development Administration or to the Adminis-
trator of the Rural Dev-lopment Administration, as the case

may be.
INCIDENTAL TRANSFERS

Sec. 602. (a) The Secretary of Agriculture and Rural
Development shall make such determinations, and shall
transfer such personnel from the Farmers Home Administra-
tion, as may be necessary or appropriate with regard to the
functions transferred by this Act to the Rural Development
Adm.nistration. The €  otary shall also make sucii addition-
al incidenial dispcsitions of personnel, assets, liabilities, con-
tracts, property, records, and unexpende: halsr s of appro-
priations, authorizations, allocations, and other funds held,
used, arising from, available, or to be made available in con-
nection with the functions transferred by this Act, as the Sec-
retary may deem necessary to accomplish the purposes of this

Act.
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(b) The Administrator of the Farmers Home Admiuis-

—

tration anc. thy Secretary of Agriculture and Rural Develop-

ment shall take whatever steps are necessary to assure the

effective and efficient transfer of authority as provided for in

this Act and the amendments to other laws made by this Act.
ABATEMENT: SUCCESSION IN INTERET

Sec. 603. (a)(1) No suit, action, or other proceeding

commenced before the effective date of this Act by or against

O W =3 M Ov e W N

any officer of the Farmers Home Administration in the offi-

Pt
<o

cial capacity of such officer shall abate by reason of this Act

Pt
Pt

or any amendment made by this Act.

—
(3

(2) No cause of action arising before the effective date of

[a—y
w

this Act by or against the Farmers Home Administration

Pk
3-8

shall abate by reason of this Act or any amendment made by
this Act.

[a—y
Or

[a—y
(=2}

(b) If, before the effective date of this Act, the Farmers

|l
-3

Home Administration, or any officer of the Farmers Home

Pt
o 2]

Administratien in the official capacity of such officer, is a

[—y
<

party to a suit, action, or other proceeding and if by reason of

[
(==

this Act or any amendment made by 1his Act the function

(3]
Pt

involved, or such officer named, in such suit. action, or pro-

(3]
(3]

ceeding is transferred to the Rural Development Administra-

[N
W

tion, then such suit shall be continued with ihe Secretary of

[\
W

Agriculture and Rural Development and the Administrator,

[N
(54

Rural Development Administration, or other appropriate offi-

[
(=21

cer of the Department substituted or added as a party.
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(c) The rights, interests, obligations, and duties of the
Farmers Home Administration arising hefore the effective
date of this Act out of any —

(1) loan made, insured, or guaranteed, or
(2) grant or contract made,
by the Farmers Home Administration in the exercise of its
functions will continue to be vested in the Farmers Home
Administration (except with respect to any function to be ex-
ercised after the effective date of this Act by the Rural De- ‘
velopment Administration), aud in the Rural Development
Administration (with respect to auy function to be exercised
after the effective date of this Act by the Rural Development
Administration).
£ GULATIONS

Sec. 604. The Secretary of Agriculture and Rural De-
velopment shall prescribe such regu.ations as may be neces-
sary to carry out this Act.

TITLE VII—-BLOCK GRANTS

Subtitte A—Rural Development Assistance Grant
COMBINATION OF CERTAIN RURAL DEVELPMENT ASSIST-

ANCE GRANT PROGRAMS INTO A SINGLE GRANT

PROGRAM

SEC. 701. (2) Subsection (c) of section 3108 of the Con-
lidated Farm and Rural Development Act (7 U.S.C.

1932(c)) is amended to read as follows.
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“(c)(1) The Rural Development Administration shall
make grants to States, pursuant to State rurul development
plans submitted and approved in accordance with title IT of
the Rural Development Reorganization Act of 1987 as the
Administrator may select—

“(A) to provide rural economic development tech-
nical assistance, rural community leadership develop-
ment, and community and areawide rural economic de-
velopment planning; or

“(B) for measures designed to facilitate develop-
ment of private business enterprises, including the de-
velopment, construction, or acquisition of land, build-
ings, plants, equipment, access streets and roads, park-
ing areas, utility extensions, necessary water supply
and waste disposal facilities, refinancing, services, and
fees.

“(2) Any amounts appropriated under this subsection
shall remain availab + until expended, and any amounts au-
thorized for any fiscal year but not appropriated may be ap-
propriated for any succeeding fiscal year.

“(3) The Secretary shall require that matching funds be
provided by the States at such rate or amount as will insure a
commitment to the purposes of the rural development pro-
gram and & maintenance of effort by the States to a contin-

ued effectiveness of the program.
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“(4) There are authorized to be appropriated such sums
as may be necessary to carry out the purposes of this subsec-
tion. Any expenditures made pursuant to this subsection shall
be effective o~ly to the extent, or in such amounts, us are
provided for in appropriation Acts.”.

“(by Paragraph (11) of section 306(a) of such Act is
hereby repealed.

Subtitle B—Rural Infrastructure Block Grant Act

DEFINITIONS
SEC. 720. ALLOCATION TO STATE GOVERNMENTS.

(a) For cach fiscal year, the Secretary of Agriculture
and Rural Development shall allocate to each State, out of
the amount appropriated for the fiscal year under this sub-
title, such sums according to a formula for the allocation of
funds that the Secretary shall establish, subject to the disap-
proval of Congress. The Secretary in establishing the formula
shall take into consideration such factors as, but not limited
to, the rural popn'ation of the State; the tax and revenue
efforts of the State, including that devoted to rural develop-
ment; the per capita income of the rural population of the
State; the unemployment rate in the State, especially in rural
areas impacted by a depressed agricultural economy; and
other relevent factors. The Secretary shall submit such pro-

posed formula within ninety days after enactment of this Act.
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(b) The proposed formula for the allocation of funds shal*

be submitted by the Secretary to both Houses of Congress
under this section and shall be promptly referred to the chair-
man of the Committee on Agri~ulture, House of Representa-
tives and the chairman of the Committee on Agriculture, nu-
triticn, Foresty, United States Senate. The formula shall
become effective unless there has been enacted into law a
joint resolution disapproving, or substituting another formula
for, such proposed formula within a ninety calendar day
period of continuous session of the Congress (excluding Sat-
urdays. Sundays, 1d holidays, and any day on vhich neither
Honse is in session because of adjournment sine die, a recess
of more than three days, or an adjournment of more than
three days) beginning on the day after the proposed fo,mula
is transmitied by the Secretary to the Speaker of the House
and the President of the Senate. The Secretary shall also
include in such proposed formula a provision for State match-
ing funds as provided in subsection (e) of this section.

(c) The Secretary shall accompany the formula for the
allocation of funds with proposed regulations, among others
that the Secretary may wish to transmit, addressing the form
of the applications for State grants; who, at what time and
manner may make applications; requirements for the State
plan and performance indicators as to how the Secretary will

evaluate and measure compliance by States: any reporting
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requirements for State grant recipients; and specific provi-
sions on how grant funds may be usc . by State grant
recipients.

(1) The Secretary shall consult with the State govern-
ments in proposing such formula and before transmitting the
proposed formula to the Coxgress.

(e) The Secretary shall require that matching funds be
provided by the States at such rate or in such amount as wil}
insure a commitment to the purposes of the program and a
maintenance of effort by each State to a continued effective-
ness of the program.

SEC. 721. PAYMENTS TO STATE GOVERNMENTS.

(2) Except as provided under regulations of the Secre-
tary of Agriculture and Rural Development and after the for-
mula for allocation for funds has been adopted as provided in
section 720, the Secretary shall determine allocations uncer
this Act for & fiscal year by the first day of the third month
before the beginning of the fiscal year. The Secretary shall
pay State governments each total amont under this section
in installments. An installment shall be paid st least once a
quarter by the fifth day after the end of the quarter. The
Secretary initially may estimate the amount of each
installment.

(b) The Secretary shall adjust a payment under this title

to 2 State government to the extent that a prior payment to
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the government was mcre or less than the amount required
to Le peid. However, the Secretary may incresse or decrease
a payment to the government only when the Secretary or the
government demands the increase or decrease with'n one
year after the end of the fiscal year {or which the payment
was made.

(c) The Secretary may reserve a percentage (of not
more than 0.5 per centum) of the amount under this section
for a fiscal year for a State government when the Secretary
considers the reserve i3 necessary to ensure the availability of
sufficient amounts ‘o pay adjustments after the final alloca-
tion of amounts among the States.

SEC. 722. USE OF FUNDS.

(2) Funds allocated to a State government under this
Act shall be used by that State government, for rural infra-
siructure development in accordance with—

(1) such cooperative agreements as may have
been entered into between the Rural Development Ad-
ministration and the State;

(2) the State plan submitted to and approved 'v
the Secretary;

(3) the requirements of this Act or other rural de-
velopment law; and

(4) such regulations as the Secretary may pre-

scribe to carry out t*  Act.
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(b) Each State receiving an allocation under this Act
shall submit to the Secretary of Agriculture and Rural Devel-
opment a rural infrastructure development plan that is part of
the plan submitted under section 201(b) of this Act and up-
dated or adjusted as provided by regulations issued by the
Secretary that—

(1) cescribes in detail the programs which will be
established and operated with ~nds made available
under this Aect; and

(2) provides for the allocation of such funds within
the State.

SEC. 724.. ©° ..ORIZATION OF APPROPRIATIONS,

There are authorized to be appror .ated to make pay-
ments to State governments and for other purposes author-
ized under this Act, that are not otherwise asuthorized to be
appropriated, such sums as may be necessary for fiscal yeurs
1988 through 1991. Any expenditures made pursuant to this
subsection shall be effective only to the extent, or in such
amounts, as are provided for in appropriation acts.

TITLE VIII—SPECIAL ASSISTANT TO THE

PRESIDENT FOR RURAL POLICY

SEC. 801. CREATION OF A SPECIAL ASSISTANT TO THE
PRESIDENT.
(2) The President shall appoint, not later than ninety

days after the date of enactment of this Act, a Special Assist-
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ant to the President for Rural Policy (hereinafter referred to
as the “Special Assistant”) to assist, advise, and make rec-
ommendations to the President in order to improve and en-
hance rural development programs carried out in the United
States.

(b) Section 5315 of title 5, United States Code is
amended by adding at the end thereof the following new
item: “Special Assistant tor Rural Policy.”.

SEC. 802. DUTIES AND RESPONSIBILITIES.

(a) The Special Assistant shall provide the leadership for
cvordination within the executive branch for programs affect-
ing rural areas by using the services and assictance of execu-
tive branch departments and agencies.

(b)(1) Tte Special Assistant on behalf of the President
shall conduct a systematic review of Federal programs affect-
ing rural areas after cc.sultation with the Administrator,
Hural Development Administration, Chief Counsel for Advo-
cacy, Office of Advocacy for Rural Development, and the
Secretarv of Agriculture and ‘ural Development—

(A) to determine whether such areas are benefit-
ing from such programs in an equitable proportion to
the benefits received by urban areas, and

(B) to identify any factors that may restrict acces-
sibility to such programs in rura! areas or limit partici-

pation in such programs.
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(2) Subject to section 552a of title 5, United States
Code, the Special Assistant may secure directly from any
Federal department or agency information necessary to carry
out the Special Assistant’s duties under this section. Upon
request of the Special Assistant under this paragraph, the
head of any such Federal department or ag uncy shall furnish
such information to the Special Assistant.

(3) The Special Assistant shall monitor the cooperative
efforts within Federal departments and agencies to improve
the coordination and effectiveness of Federal programs, serv-
ices, and actions affect.ng rural areas. The Special Assistant
may request the heads of Federal departments and agencies
to participate in any working groups that the Special Assist-
ant, after consultation with the Secretary of Agriculture and
Rural Development, deems necessary to carry out this
section.

(4) The Special Assistant may conduct Presidential con-
ferences to receive comments on any matter that the Special
Assistant, after consultation with the Secretary of Agricul-
ture and Rural Development, determines may have a signifi-
cant impact on rural development or th.c economic develop-
ment of rural areas.

(c) The Special Assistant shall monitor the legislative

process and advise the President and Congress how rural
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1 areas would he affected by legislation being considered by

2 Congress.

3 (d)(1) The Special Assistant shall as requested by the

4 Secretary assist in the preparation of a comprehensive rural

5 development strategy based on the needs, goals, objectives,

6 plans, and recommendations of local communities, pc’tical

7 subdivisions of States, States, and multistate regions, which

8 is designed to—

9 (A) maximize the effectiveness and increase the
10 responsiveness of multidepartment and multiager-
11 Federal programs to rural aress, and improve the de-
12 livery of services, assistance, and benefits under such
13 programs in rural a-~as;

14 (B) increase the coordination of such Federal pro-
15 grams with the development needs, objectives, and re-
16 sources of local communities, political subdivisions of
17 States, States, and multistate , *gions; and

18 (C) makc recommendations to the President, after
19 consultation with the Secretary ot Agriculture and
20 Rural Development, that would achieve the most effec-
21 tive combinations of Federal, State, and local resources
22 to meet the needs of rural areas for orderly growth and
23 developmment.

24 (2) The rural development strategyv referred to in this

25 subsection shall take into u. count the need to—
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(A) improve the economic well-being of all rural
residents and alleviate the proble;ns of low income, el-
derly, minority, and otherwise disadvantaged rural resi-
dents;

(B) improve the business and employment oppor-
tunities, occupational training and employment serv-
ices, health care services, educational opportunities,
energy utilization and availability, and accessibility to
and delivery of private and public financial resources in
the maintenance and creation of jobs in rural areas;

(C) improve State and local government manage-
ment capabilities, institutions, and programs related to
rural development and expand educational and training
opportunities for State and local officials, particularly
in small rural communities;

(D) strengthen the family farm .ystem; and

(E) maintain and protect the environment and
natural resources of rural areas.

(3) The Special Assistant may conduct Presidential con-
ferences and rece’- * such suggestions and recommendations
as the Special Assistant and the Secretary deem appropriate
during the preparation of a rural development strategy.

(4)(A) Not later than one year after the date of the en-
actment of this Act, the Secretary shall transmit the rural

development strategy to the Committee on Agriculture of the
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hiuuse of Representativ.s and the Committee on Agiiculture,
Nutriticn, and Forestry of the Senate.

(B) In each year beginning after such strategy is so
transmitted, the Secretary shall transmit of such committees
& report specifying whether such strategy has becn modified
in the year for which such report is made aud contzining a
description of each such modification.

(e) The Special Assistant shall utilize the Office of the

President to maximize coo:dination of Federal programs af-

fect ng rural areas through a systematic effort to assist the
Secretary in—

(1) improving communication and encourage coop-
eration ameng Federal departments a.d agencies in the
administration of rural development programs;

(2) eliminating conflicts, duplication, and gaps in
program coverage, and resolve contradictions and in-
consistencies in the objectives, administration, and ef-
fects of rural development program.;

(3) facilitating the sharing or commor locaticu of
field offices of Federal agencies admiristeowug similar
or complimentary piograms and unification of delivery
systems, where feasible, to maximize convenience and
accessibility of such agencies and programs to rural

residents;
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1 (4) facilitating and expediting joint funding of
2 rural projects through Federal programs;

(5) identifying administrative probleins in Federal

4 programs that delay or hinder the effective delivery of
5 services, assistance, or benefits to rural areas; and

6 (6) recommendations for simplifying, standardiz-
7 ing, and redurirg the cumplexity of applications, re-
8 ports, and other forms required under Fede-al rural
9 development programs.

10 TITLE IX-—EFFECTIVE DATE

11 EFFFCTIVE DATE OF ACT AND AMENDMENTS

12 Sec. 901. This A~t and the amendments made by this

13 Act shall take effect on the date of enactment except as
14 otherwise provided.
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